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Henry B, Zoller
Mr, Kittinger
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My, S8uderland
‘M. Wyers
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PROCEEDINGS
fhe Chairmesni ‘fhe Council will please coue to order,
The Secretary will plsase call the roll,
(Whereupon, Mr, James V, Browm, the Becretary,
called the roll,)

The Chairman: Gentlemen, I censratulnﬁo you upon your
attendance at this aésu1oﬂ¢ It is beyond what we expescted
for July 29. It is a showing of interest in the work which
the Petroleum Ceuncil is deoing and hopes to continue to do,

You have had the mimutes of the mesting of Aprll 15,
which was the last meeting, sent to you, Ars there any
romarks?

(There were no romarks )

The Chalrmans It has been moved that the minutes Dbe
appraéad snd thers was a second, Al)l those in favor please
uigniry by saying Aye; those opposed, o, It is so ordered.

We will now have the report of the Secretary-Tressurer,
Jemes Brovn, | | |

Mr. Brown: Gintlinnn,.ths receipts during the firut
half of the year are az follows: $71,122,56. These are
primarily centribitions. |

The disburseﬁqnia~lra as follovei

Payroll Gross $12,485 .45
1ess BESial 8¢our1ty and

Withholding Tax 1,5%0,.48

Het Payroll - 10,915,97



Taxes - 1,827.19
Meetings, Travel, Etc. | 3,246,112
Postage ' 1,000,00
Telephone & Telegraph 2,697.30
Rent 3,750.00
Subacriptions 1,318.60
Office Supplies 3,#99 L7
Miscellaneous 141,46
Furniture & Fixtures 1,989.65
POPAL NE? EXPENDITURES 30,385,76
NET RECEIPTE OVER DISBURSEMENTS E0,733.30
Balance from Prior Period 15,208.83

BALANCE AVAILABLE AND IN BANK AT END
OF PERIOD 55, 945,63

The Chairman: Gentlemen, you have heard the ropgrt.
If' there i1s no objectlion, the repert 1s approved, .All those
in faver- please signify by saying Aye., Those opposed, Wo.
The report 1s approved.

The first order of business, gentlemen of the Council,
1s the repert of the Committes on Government Royalty 011
Regulations. In the absence of the chairman, Nr, I;F.
McGollum, the report will be presented by Mr. Shannen.

Mr, Shamnon, will you please come forwerd?

Mr;-shannen:- Mr. Chairman, this rsport is just nn.
interim report, I am presenting 1t on behslf of Mr, |
MoCollum for merely the infermation end consideration of the
Council and without any requests for any action of the
Counoil, | |

These recommendations on the regulations are the result



of consideration by a meseting of part of the Councll out in
‘Gody, Wyoming and 1t 1s the feeling of the members of the
cormittee that after further eansidoratibﬁ of these recom-
mendations thers should be another mesting of the commlttes,
pessibly the antire coﬁmitteo, snd for that reason I do net
belisve that 1t 1a worth while for me to take up the time
of the commlttee in reading the detalls of the report,

The Chairman: Would you -plelao hit a few of the high
gpots of the report, Mr, Shamnon?

Mr, Shannon: I think if we attempt to go into very
much detall of the question, Mr. Gairman, that we get into
quiﬁo 2 bit of dlscussion on the subject, In the {lirst pince
this Act in regard to which these regulations are related
is an sct velating to giving the preferentlsl right to small
refinerises in bldding on Government royalty oil, M,
Edslstein of the Geological Survey was out and met with the
Council and he gave us a figure of 23,000 barrels as the
top daily production figure of Government royalty oll at the
present time and probably for seme time to come, "This!t |
23,000 barrels a day 1s not really a very large portlen of
eur daily produstien. I do not belleve that I.shculd priesumne
to read the detalls of these regulations., I do think with
the other members, and there are several members ofk'the
commlttee here, that there should be & further conslderatlon,

Thers are some other members here, Mr. Hallanan. Possibly



they might wish to asay something.

M, Pogue: Nr. Chairmsn, I'hhwo & vire from Mr. Glen
E. Nilescn, president of the Husky Refining Company who, I
believe, 1s a member of this committee. He states as followa:

"T would appreciate your sxpressing my opinion
thet the disposition should be handlsd by the producer
or operator ¢f the leases, Public bidding fosters
inflation and praférentiul legialation, I belleve, 1is
fundamentally wrong,"

I wish merely to place that in the record,

Thy Chalrmani I think that this report clearly indicates
that this is an interim report and that a final report 1s
contemplated %o be submitted at the next meeting of the
Council, |

If there is no objectlon, we will recelve the report at
this time as an interim report and permit the committes to
sontinue with authariiatien.tu complete 1its work and report
at the next meeting of the Council,

Mr, Russel Willlsmss Do I teke 1t from your statement
“that there wlll be & further meeting on this cemmittee?

The chu;innag- Phat 1.-3@»ttlplat§d by the text of the
report, Mr, Hillinmq,

Mr, Willismss I am quite. sure that a goodly number of
the committes would like that very much bacazuss we were not
of one mind\aﬁ'&li‘infthis*msnﬁins and we' found  that the
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subject had & lot of diversified opinion and could not be
handled hurriedly ab. sll, |

Thi*Gh&irmnﬁi‘ I w111 advise Mv, H#Gollum that that 1s
the vish of some ar the members of the 3ﬁmhitt§0 to have &
further meeting before & final report is submitted to the
Councll,

Gentlemen, the next report is that of the Committee on
ILiquefied Petroleum Gas and in the absence of Ir, Warren,
“the chalvman, fhs reportvill be read by Mr. Allan James,

Nr, James: The Committee on Liquefied Petroleum Cms,
appeinted by the National Petroleum Council "to study the
1iquefied petroleum geas situation, including a sﬁudy‘ur
produeticn and trannpcmtutien-racilitiqug heredith submits
to the Councll its report and recommendations,

‘The scope of the assignwent vas 80 broad, .and in some
respects would requirs such a large smount of original
research becaume of scarcity of dependabls date, that it
vas deemed advisable to divide the Committes membership into
three subcommittess, each to handle & specific assignment.

One subceﬁmittee vas named to study "Production," another
"Demand" and the third "Transportation.”

This Gammittoo rpport-aeaardinglj-not énly embodlea the
three subocamittee reports but alse a correlstion of thetir
asta,

The fast bwmv‘va-mmrmt: as. the Committee yroceeded



with 1%s work that conditions within and affecting the

liquefied potroleun gas industry have been and are cenﬁinuins %o
change vith auah\rapidity‘thﬁt any conclusicns reached and
recompendations made would have to be subject to numerous
Qualifieations.

For exsmple, the "Production” subcommittee could deter-
mine with reasonable accuracy the total capacity of nev and
expanded raoii;ﬁiag undervay or planmed by the hatural gaso-
1ine and oyeling plant operatora, but it could not, because
of the stesl and lebor situations and other factors, predlot
vith any degree of soouracy just when or in what order those
faclllties would begin manufacturing 11qu§fieﬁ petroleun gases,

This subcemmittee could not, therefere,” estimate
production for 1948 or 1949 on elther a dally average or a total—
for-the-year basis. It had to confine ifa egtimates to the
volumes the new and expanded fecilities are expected to be pro-
‘ducing at an annusl rate by ths end of sach of the yesrs 1948
amd 1949,
| This subconmlittee also had to glve serlous censideration
to the potentlal Inerease in liquefied refinery gases as a
result of the current refinewy lmprovement and expansion pro-
grem,’

| whilé.the'cdmmittee'ebtaihed_ostimate; of increased pro-
-duetiénfframcrefineribserepresenting 63.3 per cent-ef thsr

cracking capaeity;&nd'5#13-parécent$0f‘the-crude-napacityaar



the United States, 1t was unsble to obteln estimetes frem &
ﬂlw!larsﬁ refineries known to be making and selling large
quantities of liguefied refinery geses, Neither was the
Comuittes able to cbtain estimetes of increased produstion

from many small r-rtaoricﬁ which msy’aithnr‘inorcist'production'
or in which additional equipment fox the produstion of
1iquefied refinery gases may be installed in the near future.
This unreported potential production, therefore, i‘bacomes an
unknown factor in the determination of total produstion,

The Gommittee feels, therefore, that 1t cen go no further the:
to state that, on the basis of the information at hand, the
minimum estimated total production at th;:ond of 1948 aﬁd at
the end of 1949 will be at a rate whish will amount to an annual
‘production total as reported by ‘the subcommittes,

In other words, the total ﬁroduatien figures must not be
construsd au‘biing'th&ﬂceuﬁittou'u-intimlte'ér ﬁﬁtil‘pro¢
duction that ;utuaily will be realized in sach of the two years
under consideration, | |

The “Pemand® subcommittes was £aced with much the same
problems, and it will be noted that its report contains
numerous qualifiocations,

This suboomuittes nind.roalisqd-that, due to the uncer-
“tainty with reference to motor fuel demand and produstion; the
effect or-:nlargod ;nd«nhw*rnrinins-fnnilitiol on the
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?QQuiromnntu-br liquelfied petrolesum gas; the enlargement of
ﬁxinﬁins facllities or the 1nlt&11ntion ar-njw facilities which
ﬁéuid make some rcrinqpiqa more nélf*ﬁurriaiant-with respect to
requiremsnts of.thnsdéiight hyﬂroearband,rgnnd uany other
unpredictable factors, 1t would fe.almont.impongiblq to
determine or sstluate with any ressonable degres of aocuracy
the volume of liquefled petroleum gas that would be required
by vefineries in the United Btates during 1948 and 1949, The
‘subcomuittes acoordingly excluded refinery requirements from
s estimates of demand.

@hin-Goumittee-acéordinsly approached that problem by
cémparing shipments to refineries for 1946 and 1947, as
‘reported by the Bureau of Mines, This report indloated that
shipments in the 1¢ttir'your vers 7 per cent higher than in
thb.provieu- year, By using 7 per cent as an arbitrary sanual
'ineriano'faator for 1948 and 1949, the Committee arrived st
what 1t belleves 15 a consorvatiio sstimate of liquefied petro-
loun gas requirements by refineries for those two yesars,
namely, 436,002,000 gallens in 1948 and 466 ,7720,000 gallens in
1949, fThe Committee has &dded thess totals to the "Demand"
nubcanmittoa*n-tstiﬁ&tﬁdrtotals;

‘Pying the reports.of the Produstion and Bnmnnd‘lubgt
eauniﬁtcan:togéthaﬁiéiﬁktnbins in mind the Qunlifiettiani:
siresdy stated -~ produces the' £ollewing table:: |
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1988 . 1gkg

’ i :rraduetian (annual rnto at : Gallons)

end of Year) 3,263,8 1,000 3,771,886,600

Demand - 3,124,;oz,ogo 3.758,220,000
Surplua en Annual Bauia ‘  ' 69,780 000 - 16;667,000

Inéiasied Baily Ayoraga . . _ S
surplus at end of year . . 193,800 4,0 o

O ¥heir face, thess figures indloate thers is going to
. we surficient 1&qu¢ried-pa£roloum,gaa-pbaducad in 1948 and
1949 to take oare of demend, -

For this reascn the Commltiee ranﬁph&sizel the ﬂ
qualifications previcusly mede with reference to the pro
_:dthidn‘ind demand figures, and, keeping those qualificaticns
definitely 1n'mind,”h§s concluded thats |

1. Produetion ef 1iquefied petroleum gas by the snd of
both 1948 and 1949, wiil_ba.at a rate wvhich, on an annual
" basis, 1s likely to be ahiead of annual demand but vhish, in
ghasonal porieds.of poak-@nnaunpﬁioh-indéaoh of those two
years, may not be at & current rate sufficient te meet the
“tétdl'ﬂurrint'd-mand; | R

2, WPank car.prodgétiaﬁ_for-19h8fnnd319#9 should result
in an adequate nuhber¥ﬁf‘chr-@$a mpdt"ﬁaduirimtnti. '

rroduction of 11«;.:1.& petroleun gas st mnnur&eturins
paints 1- 8 aaﬂtinnoua and fairly conatent valunn uporatidm

B 4 A o;nnat be 1neraasaa 02 dnordtscd o aoincida ‘with current

N d’:m.;
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Excess production in period of 1ight demsnd, therefors,
mat be 1fwocGVtrably.lest,.or-atorcd for futuri-uad.

In years past vhen current productien was luptioiont to
.iupply the current demend, even in perlods of ptak cannumption,
sxpensive and largo scale pressure storage was not conliderad :
an scoenomic nuaesuity

Now that Annual demand ‘1§ creeping so close to annual
production, the Conmittee 1s_trongiy of thl opinion that only
‘by saving exosss preduction in periods of 1ight demand can the
industry cushlon 1tself against those seascnel periods when
demand ¢n a current basis far outstﬁips curprent production.

The Comulttes accordingly recommends to the industry --
both manufacturers and distributors - that it proceed with a sto-
rage program designed o save for ultimete utilization the
maximum volume of liquefied petroleum gae produced annuslly.
This Committee belleves storage ogpaci%y not only should he
Increased st manufacturing plants snd bulk plants ef dla-
tributors, but alwo should be established at strategic points
for short-haul distribution in order to obtain the maximum
utilizatien of transportation equipment throughout the yoar,
Particularly should dtstributors and consumers whose dige
tribution or use 1a of a highly seasonsl nature install ample
storage to provide for thelr sxcess requiremsnts during peak
deménd periods, |

The Committee also racommands-that distributers ana
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oonsumers vhose distribution or use 1s of & highly sesasonal
nature install ample atorage?tojﬁrovido,for thelr sxcess
reqQuirements during peak demand perlods.

‘The Commiittes almo reccumends that distvibutors and
esquipment suppliers miniwmize the sale of tanks to consumers
of & slze which 1ls insufficient to handles & peak loag
without refilling for at least 90 days; also to make every
effort 4o oanviﬁcq_conaumars_hnving inaufriciont-storagt’
capacity elgher ta~1na£&11 larger oﬁ-admitianalrtanka, |

The Committes strongly raoamunndn'ta-patdntiﬁl consumers
‘thlt'thOV d® not purchase and have installod=any1n§vka¢nipmmnta
for utilization of liquefied petroleum gas unless-they first
can make a firm contrast with some reputable distributor for
thelr entire fuel requirements, |

REPORT OF "PRODUCTION" SUB-COMMITYEE

Frem the Ugs,znuranu-ar Hinea Report NGM-156, the
Liquefisd Petroleum Gas productlion of 1946 as compared with
1947 1s shown in the following tebulstion,

- | | GALLONS
Liquefied Petroleus Gases 1947 1946

Commerclal propane- | - |

butane mixture h77.M1,000 k20,521,000
Norma) Butane 142,533,000 339,532,000
Propane 556,803,000 327,163,000
Other L.P.G, Mixture 166,025,000 121,879,000
Iso~-Butene 206,184,000 164,015,000
Inc-Pontane 40,268,000 36,235,000

Toktal 1,889,52k,000 1,409, 345,000
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ILiquefied Refinery Gases produced
for ruel and chemlcel

purposes 784,380,000 _ 705,642,000
fotal 2,673,68%,000  2,114,987,000
Increase 558,677,000 =  26.4%

It will be noted that in 1947, LPG production increased
26.4% with a totel production of approximately 2,673,66#;000
gellons, as coupared wikh 2,114,987,000 gellons in 1946, or
an ilncresse of 558,677,000 gallens,

In order to eatimate the quantity of production to be
expected In 1948 and 1949, this-gub-committee vorked with the
Preduétion'SubﬁGommittoe of the National Petrolsum Council's
3teel Requlvements Committee, and questionnalres were
cireulatéd to determine ithe nuwber and slze of NHatural Gas&l;no
and Cycling plants that aye elther nov under conatruction or
a1 thorlzed and pianned through September 31: 1049, A summary
of the data obtained from these qneatioﬁnairda is tabulﬁted
in Table No. 2, indlcating that 57 new prajaéts are under
consideration in 10 statens, mhe two planta under con- |
struction in Pennsylvanla and Galirornia'did not report the
volume of production, but for those reported it is shown that

annual capacliy for LFG is belng installed as follows:

. Butene 353,800,000 gallonsz per year
Propanse 333,547,000
LrG _ 425,492,000

1,112,847,000 gallons per ysar
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These flgures Indlicats that by the end of 1948, pro-
‘duction of Liquefied Petroleum Gases from natural gasoline
and oyling plants 1s llkely to be at the rate of 2,%23,690,000
'gallcna on an annual bnsis; while production on the asame
basis is 1lkely to be in the order of 2,868,823,000 gallonas by
the end of 1949, These 148 and 1949 Tigures represent
inereesses over 1947 production of 28 per cent. and 51 per cont
respactively, with the increase in 1949 over 19&8_amounting'to
18 per cent, |

The Buresu of Minss repoft Indicated LiqQuafled Refinery '
Gases produced for fﬁal &gl chemical purposes, 1.e,, production
availacle for use outside the planﬁa, amounted to 784,140,000
gallons in 1947, or approximately 29 per cent of total
. produetion,

Telegraphlc qQuestlonnalres accoprdingly were sent to
Tefiners representing 79 per cent af the cracking capacity and
70 per cent of the crude capacity of the Unitad States,
requensting thom to estimate the volume of new production of
propans and butane which would be avallable frou refinery
sources for sale for fusl and chemical purposes durlng each
of the ysars 1948 and 1549 over and sbove 1947,

Fouﬁ-eompanies xnown to be distributins-aizedble
Quantitles of ILiquefied Refinery Gases in the domeatic mnrkot
-railod t0 reply. Ansvers vere received, however, from

irerinoriea.raprouonﬁing 6313,per-uent«af*tha-cracking.capaaity
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and 54.3 per cent of the crude capacity of United States
refineprles as beportod.by the 011 and Gas Journal, issue of
April 1, 1948, The Committes estimates, however, that these-
replies cover B0 to 90 per cent of the potentlal productlon
of Liquefled Refinery Gasep avallable for fuel‘and chenlcal
purposes | |
Totala‘obtaiﬁad from these Questiomalres are as followsi
Estimated Increase in Production
Propans T Butane

1948 Over 1949 Over 1948 Over 1949 ' Over
1947 . 1948 19M7 1948

Total - .
Gals, 25,806,600 44,130,000 3,974,000 16,172,000

Potald

1948 oOver . 1949 Over
1947 1948

55,058,600 63,872,000

Daily Average ,
Production (gallons) 153,200 177,400

#(These totals are higher than the sum of the propane
and butane totals due to the fact that some refiners
reported total new production without segregating 1£.J
On the basis of these replles we can assume that the
sum of the totals above plus the 1047 produstion reported by
iﬁhe Bursau of Mines repreaents the minimum volume of LPG from

refinery sources ag shown in the following table:
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1948 - 19%9
1947 Production 784,140,000 Gal. 1947 Production 784,140,000 Gal.

Totsl Increase

1948 55,058,600 Total Increase
' - 1948 55,058,600
Potal Increase L
- Bst,totel lique- - 1949 63,872,000

fied refinery

gas for fue]

& chemiocal

purposes’ 839,198,600 Gal, 903,070,600 Gal,

Ffom_these data;'it 1s indicated that, on sn annual
basis, the minimmum total production of liquefiled patroleum
gas by the end of the years 1948 and 1949 wili be at the
following rate;
1948 1949

Productién Bources

. 1947 Production -
(other than refineries) 1,889,52%,000 1,889,524,000

New Production

{other than refineriés) 534,159,090 919,292,@00
Refineries - 839,198,600  __ 903,070,600
- 3,263,881,600  3,771,886,600
% Change over 1947 204 41g
% Change over 1948 ‘ ' ‘. 15%

1 believn that covers the high- points of the report.
It thsra are any fauaa'bionsj we will attempt to answer then,

The Chairman: Is there any qQuestion in connectian with

thils report?
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I want to say that this committee has conducted & very
exhaustive mtudy of this subject end thils report is one that
T think will give the Counolil the very fine reference that
ve can submlt to the 0il and Gas Division in oonnection with
thig lmportant subject LPG and I want to congratulates the
somelttes for tha'thorough job they have done, It is an |
axcellent report, It is quite voluminous and T Imow that we
have a busy scheaule‘ahead af ug, bub this report can he
passed along for.your abudy, |

In tha meantine, what is your'pleasure?

Mr, Wescost: I move its adoptlon, | _

fhe Chairmen: A1l those in favor plesse indlcate hy
sayling e, |

The.repcrt ls adopted,

- Gentleuer:, the next report will come from the Committee on
Petroleum Tanker Trensportotion, Mr, Jamesz P, Patteragon is
the chalrmay,

ﬁr. Patterzon has rendersd invelusbls aservice to the
Counell in the studles he has mede sz cholrman of this
gommlttee on Tankar,?ransportation and X ﬁant_to_take thia'
ocoasion 4o exprese our gratitude to Mr, Patbterson on his
very Iine end cooperatlve effort,

M, Paﬁtersbﬂ:l With the commltisets indulgencé, I will
read the repory, It 1ls a short oms,

-The committee’s report of November 20, 1947 showed a
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total worldwide avallsbility of 1271 tankers equivalent in
size, speed, and genersl arfioiancy to the T-2 type vessel,
and a net avallabllity for commerciael use of 10Q5. Table I
attached shows s world tankship flqet of 1264 T-2 equivalents
as of April 1, 1948, or a reduction of seven, and deductions
for other than commercial use should bs made rrom this

figure as outllined below,

Gross Aveilsble - | - 1264
Other Than Petroleum Trade 28
Inoperative ' ' 39
Government Service(all countriles) ;§§' 252
Net Avallable | 1012

Aside from the fact that the Toregolng shows a net available
lapger by 7 T-2's, or practlcally the same as previously, &
most significant fact, as shown in Taeble III, ls the change
of ownership, pnrtioulhrly from U.3, Government to private
interests. U.S, Maritime Commission ownership of tankers
declined by approximately 260 T-2% 51_::? which 45 were trens-
ferrad to u.8, militgry; and ¢f-th%r§m&in1dg 215, 110 to
¥,3. private ownership and the balance to private fleeté under
British, Panananiean, Norwegien, Itsllan, and French flag.

Oup previcus report stated that thers wers approximately
100 -2 tankers In lay-up together with 37 of the Liberty
typa'and'that'tha transportation shortase-pravailihg during

the last pesk demand winter menths would not have ococcurred had
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theae veassels hoeri operating. In addition to the ahips
actually tied up there vaala further indeterminate yet
considerable wastage of tonnage due to the unavoidable loss
in efflclency of Government operation as compared with
private, This statemont should not be considered as a
| eri#iﬁiam_of the Maritine Oommiésion and the term "un-
avoidéﬁle“ is used with uincerity, but it is a known fact that
private nwnara have s continuity of business czombined with
forvard planning which enabléi them %o avoid crosa-hauls,
loading and discharging delays, and other factors which
ﬁetraet‘from-ths‘effective use of tonnage. |
Attentlon ahoul& 2ls0 be called to Table VII which
shows there arefgpprcximataly 280 tankers eQuated fo -2
equivalents under- construction or on order as of April 1,
1948, Recent additiana of U.8, ordors bring this number to
299, and the oommittaa congldera a ccnservativa rate of

delivery to be as follows:

1948 22
1949 68
1950 68
1951 5.
1952 55
1953 A
Total 299

With the foregoing in mind it nov- appears that a total
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of 171 additional T—a oQuivalent tankers wlll be avallabls
for use by the latter pert of this yaar'aa compared with the
peak winter poriod 1947/1948, For resdy reference this total
is arrived at as follows:
100 T-2's from lald-up atatua
19 equivalent T-2's from 1aid—up statuu(- 37 Libsrties)

30 due to increased efficlency under private own@rship
(estimaten)

_82 from new construction
Total 171

After full deliberation of the fact: already presented
in this report &nd in the attached tables, the commlittee is of
the consldered opinion that world availabllity of tanker |
tonnage should balancse demand for at least the coming 12«
menth perlod as seen from present-day conditlons. For this
‘reason we ars of the firm conviction that there is no need
for comntinulng or ra—inétituting-ths emergency governmental
measures which were placed in effect during the past wintaf.
In this lattsr connection we feel 1t pertinent to atress tﬁa
very high percentage of tonnage under U.S, private ownership
as well as that controlled by ECA countriles, Table I ahows
a total of 34.9% of V.8, owned (26.5% American flag and
6.4% Pensmenian) and 42,7% owned by ECA countries, thereby
sosounting for 77 of the world fleet,

As far aﬁ'aawing there will be 2 shortage or surplus

the committee hes gone on record that in their opinion for
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‘at leest & l2~month poriad there will be sufficient tankers.
. It may be pessible that we will go beyond that and say there
f w1ill be sufficlent tankers, but 1% in‘imponsiblo for a
Tanker Jommijtes to determine that s the movement of |
pstroleuns is one fhut calls for aexpert study by economista
and, nat‘by tanker mnnasqrs,' |

Thorofore; 1f there was any decided swing in the move-
ment of petroleunm, ; graater amount for the Perailsn Gulf
by tanker, or & change in the movement vhich waild make it
& decided cimge in the mlleage covered by & barrti.éf oii;
there would bq,-Of_courue, of necessity a possible shortage.
That, of oourse, is a matter for rome oﬁher committes than
the Tanker Commities to decide. But If a mtudy were made
of the economic condiflens facing the industry in the
next year or two years or three years, it would be relatively
easy to take the barrel ton mile besis of thnie tankers
- and work out an equation as to the needs or necesaity of

tnpkiri-in the future,
| Nr, Blauatoim nau it sppear to you that there may be
[} surplua of tnnkars during thn next 12 montha?

Mr. Pattersoni I qnestion-that..Of course, we are all
;yith‘a_tqnpbrary surpluifrishtrnéwu Eanquarare\bcingatiod
up. I believe thet a good part of that comes from. the
.Quqn#i@n,or ECA or ERP plﬂnning n¢t.bo1ng~innorrtﬂtein=thﬂ
. petroleum end or_':u-:»’-.‘_,
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I belleve 1t alsc comes from & Quost;en\of storags,
I, mean that our'sterasa_raailitiuq are Settins rapldly
rilled in the Axlantié Go#ﬂt'anﬂ en the latest flgures I
have geen they show & dncraiaolin-ﬁho-yraduotﬁ in the Gulf
a3 compared to the Atlantic Cosst over last year., Con~- |
sequently, all those factors enter into the stuation,

‘I seriously doubt whether there will be & surplus, but
I certainly look for no shortags even thnush.it‘mmy be a
very severs winter, |

The Chalrmen: Are there sny anﬁtiona.in connection
wtth“tha-ruporﬁivhich ¥, Patterson has submitted?

Mr, Bwvanson: This sentence on the bottom of page 21
"For thia resson we are of the firm convictlen that there is
no need for continuing er re-instituting the emergency
governmentel measurss which vere placed in effeot. during
tﬁa-paut'wintUr,“ |

The Question I have, Me, Patterson, is that there
you rofer.ﬁOwtmursopcy sovarnmnntalxmausuras-witb respect to
tankers and you do not mw-:in.mi,nd ‘the establishment or
appolntment of & fuel coordinator and thinge which have
to do with that,

Mr. Patterson: %hat is cerrect. This applies only
to tankers,

M, swlnnanl I have sesn that one sentence

interpretesd in. newspapers sc I was wondering whutharait"
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wou;l.d be bcttw &0 .'Lin:l.t thnt in tha report vith respect
" to taniters . _ |
-- wemum; " m .ﬂpart. has slrud.y baen glven; that
'h%PW!ﬁnt'ien was not plaved on 1%, Mr, Swanson,
| N, aﬁmlen; - I have asen 1t in the newspepers.
- m-. Pasteraon: Unfortumstely, the rm. hes 2 imb_it-or

uisinterpreting things. |

The chnim: Thanic you, Mr. ?n.tinﬁa;n; You have
heard ths yepors; vhat is your pleasure?

My, Wilsemr I -um it, M, shnirm‘

The Chalrman: pootor wum moves adoption of the
report, Is there s secomnd?
| (The mwrt'wu seconded , )

The Bl'uirmx All those in favor p:uyuo indicate by
aaying Ave. The report 1s -.daphd. o
The noxt order. e:r buaimn is the report of the Committes
N en Petroleun Refining eap.aiw ¥o be. pronntoa by Pr. Nobert
Wilsen, Chairman.

My, ’if.tllam M 1t will appear from the repert, this
| Vnhou;l.d not be » ropm of: m omittn baenuu e
 sommittes has mot met for reasons tndteated. I will bring
eut momr status of this npmrt vm.ah Was mOre Or less
.tn rnwuu to 8 1::1; ninute. roquest,

On April 22, 1948, Me, xnlhr-.-'s.' -K'_a'umm'fnn:tmmd
‘the Commtitee on Petroleum Refining Capacity, which hsd
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prgviougly reported %o the Councll on JUlffé,_194T. Mr.
Hellanan requested that the committee "ascertain the facts
and mport to the Councll on. the status of refinery capacity
in the. Unitod States," |

Eha provious report of the committes. entimated
aws,sua 100 barrels as the total dally cepacity of the industry
ag ar_anne 30,-19#7,,and.3&v9 Iigures for antioipated addi-
tiéns.tp,thnt capaclity by quarters through June 30, 1948. on
the basis of thaao:figurqa-(and after deducting the capacity
which was to be shut down as it ves replaced by new capacity)
_thercapaaity,au of June 30, 1948, was estimmted to be
5,820,900 barrels per day, | _

Since this estimate extonded\neariy-th&og menths
bqund the date of resppointment of the committee and since
both the API" emd the Bureau of-nineh had bsen dolng their
best td keep up to date with changes in refinery capacity
and constructlon plmta, the chairman wvas mc:mou to doub'l‘,
the need for an additional survey last apring and carried
on considersble discussion of the matter with Me. Max Bal)
and Mr;.Fred Van vaérn.of.tha_ari. Mr, Van 09v§rnegxppasgnd
the oplnion that he could supply ressonably &ocur@i;jfisurca :
ror-:é:inery-cqp;city'throughout\thearemAinder~ofj;9#8
wiﬂhgutgmiking'a,psv.gnd-inéngnﬂont-qurveyQ In view of this
and the fact?that-re£1n9ry;gap:sity¢riguros:are-alwiys“uncortain
since-they: vary. Gmidﬁmlv ‘With the type of crude run, the
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typs of produsts made, etc,, Mr. Ball sventually conourpred
1ﬁ.¥hl'thou¢ht that a nev survey ﬁisht well be pastpaned untii
this coming fall.

Ne. Ball ralsed the Question, hovewr, as %o the
desirability of ol;auifyiné.rtfinery caﬁ‘ciﬁy inte "economic"
and “unnconam;c"capgcity. Your chairman is of thilopinion
that such a classificaticn could not bo accurats qnd'would
not serve any particularly useful purpose, The increese in-
the demand for, and the price of, haating olls has made tyo
operation of even smsll skimming plants profitable if they
are reascnsbly well losated relative to orude supplies and
has brought into operation practically ili operable oapaoity
1noluding some which had been shut down for seversl years,
Hence sush capacity would have to be considered "economie"
uudor,presonﬁ:e@nditiann. However, thp-bardorliﬁh'bthién
esconomic and ﬁnooenonic vould aswiteh rapldly with chanding
ecnditidng; snd 1f such a ¢lassification could be made
acourately at s given time, itr- vould be inaccurate as soon
8s there was u,éhqnso-in.cdnditianl. |

| The comulttes was advised by letter of the principal
. points railsed in the correaspondense with Mssses, Ball and
Van Covern snd qendmud '-1;-11_-,1; the chairman's view that 1t vas
not worth while %o try to distingulsh between economic and
un-adnonio'cgpaqity-erfto-mgkq;s:nnwsurtey ut-that~bila but
sgreed that it yould be desirable to bring these figures up
tbng$o;hy*makigsra,gnrtﬁx“stlrting in-seﬁtanhOr
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whioh'wouid,eﬁvor‘ﬁatieipatidre:plhiibn ihroughout the yoar
1949, |

Hovwever, in order to give the Counoll the benafit of

the latest 1nrornnt1an avlnablc to the ArI, the chalrman asked
_mr. van cev-rn tn antimlte tsrinorv capueity by dietricts for
”Bocqmber 31, 19#7, June 30, 1948, and December 31, 1948, bamed
on ths baﬁt inrormntian availnble to him, The figures h@
aubmittcd are as follawa;
| ES7TH

MED DAILY RRFINERY CAPACIYY - U, 1.
| (Barrels) -
Dec. 31, 1947  June 30, 1948 Bec. 31, 1948

District I 053,000, . 953,000 960, 000
niltriei o g 1,521,000_ | 1,522,000 1,576,000
Platrict 301 2,125,000 2,154,000 2,164,000
District IV 175,oop- | 1754Q901;; 178,000
 Dletrict V1,041,000 1,041,000 1,041,000
: 5-,815-,.060 | 5,845,606 '_ 5,919,000

| .It.wili be noted that the capacity figure for Juns 30,

' ié#B 1i iﬁan'than'hnlf of one pir cent higher than that ﬁltia
mated for ﬁhlt dete in the prtvia-n report of tha comnlttes,

o Eo avold a miuunﬁorstandins T suggeat you insert in

puncil tha rollcwins: | or 3& pwr eont sbove tha cupaeity

1; ynur lso ". In nther wardl, ﬁhﬁ 1neroaa0 in rorinsry

'capncity al ngainat n*yoar ago is 34 per cent as against the

3 por oqn# 1nnroasa whioh we. postulated tkﬁ rrojected




28

| inorease far tha second half of. this year is alisﬁtly

under 14 per cent but is, of course, not based qﬁ a complete
survey, MNr. Van Covern uxpreaqad'tha,opihian that all these .
over-all oapncity figures may wull be ebout one per cent on
the 1low side because of varioun expedients which companio-
find it possible to adopt under conditions when uaximug
throughput is sought more or less reghrdless of cost.

Recent API weekly reports show refinery runs averaging
betwesn 98 ind 99 per cent of estimated capacity as eemﬁarcd
wlth sbout 92'por'ﬁantayoar ago. It must be recalled that
refinery capsoity figurss repreasnt estimated average
. ealendsr day capacity for estimsted average ylelds of
preducts, and it is quite possible that over a pariéd_of 8
few weeks total orude runs may cxcoﬁd eatimated capacity,
especially 1f shutdowns uro less than averagse.

Do not think the figures are wrong. !hny‘will he dewn
to 98 per cent when the shutdown comes along.

Resnfdiﬂsl of thia, 1t 13 quite apparent thaet the
'nxpannien of rorinpry'thrOﬁghpuﬁ vhich h@a r@contly set nev high
records nlmout every month must flatten off from now on, The
industry 1s today operating even its rel&tivaly_inoffinidnt
refining units substantislly at oapacity for the first time
since World War I, In spite of almost superhuman efforts £o
uxplnd rorinnrw capaelty, In ‘the face of high eanatruntien
gosta and steel ‘shortages, 1% appears that refinery aapneity'
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cepacity is likely_to be a'aoribuq bottle=neck during the
next 12 monthe if the Incresse in domand‘oontinuou‘

It must be emphaslized that this does not represent s
report of the ocommittes except to thn'oxtcnt ﬁ#at thﬁir:vitws
are specifiecally referred to herein, If the Council mo desires,
the committee will undertake a new asurvey bosinnias in Btptog-
ber to cover pro jected sexpansion by Qu&rtori_thraﬁnh the
year 19k9,

The Chalimen: Is thnré any further comment?

Me, Wilson: I think if the reéort is adopﬁod, 1t
w1ll ixclude a reqQuest to us to go ahead in SQPtombor with
~ the survey, In fiﬁw‘af the fact that other nmmbifs-df the
committee have not hnd‘a chance to see this I would be glead
to have remarics in regard o it, |

The Ohairman; Do any members of the commiktee disiro
to coument on Br, Wilsen's report?

Mr. Wilson: Mr. Blaz-.z(u.m he did, He sald he
ooneurs . | |

The Chairman: What 1z your plessure, gentlemen?

My, Blazer; I mnvé its adopiion. |

The Chairmen: Mr. Blazer moves lits &doption with
suthorlty for the committee t0 continue.

Mr, Ball:; I'would just like to say in this commection
how far we in_eGD hnro~appr.cicﬁé,ﬁaaﬂ=r am sure that the
Council as a whols a;wroaigﬁit;sthn@caqparnmion of- the API
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in & Job of this sort. %his 1s a ocass where Fred Van Covern
did & lot of work and I Ju-é'wmt-to Bay 3 Word of appre~
clation for that, | '7 |

The Chairman: You have heard the motion that the
report be adopted. All those in favor indicate by saying
Ay&. contrary, No.

It is so ordered.

Bcror§ moving to the next order of dusiness which
deals with the matter of the requiremsnts of the armed
services, I want %o Mth:l.n Oppor'hun'ity to oall attention
to the fact that one who hes been very cloase to us in

commeation with this easentiel Government; problem s mbout

to retire from hi duties. We have had an intimate and

close relationship since the creation of this Goﬁﬁcil vith
Col. Vogel who has Eoén the éxecutive officer of the
Petroleum Army Beard,

Coly Vogel is about to retire from the service, We shall
misn‘him very greatly. I vant to take this opportunity te
express our gratituds, Colonel, for your very fine cooperation
wiﬁh this Counsl) and your understanding of both sides of the -
probiems that we have oncouﬁtorud. Wb will bs very glad at

thi- timn as & valediotory rrom you to have a very long speesch

from you ubout vhat you see In the future as rar as the

ccoperative effort of this Councll with your part of the Ve

C . . //
Govemment mservice is cencerned. /
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Colonel Vogel: I merely want to sedentuate the fast of
the National Pctroloun.ﬁaundii, and tha_work'or the Petroleum
Advisory Committes, and the valusble assets. |

| It 1s with great regret that I sever eonnections here
'ﬁith governmmntﬁl oil, but certainly I will be seeing most of

you from some other eapmsity.

ézéi" The Chairmany QGentlemen, at this time I desire to

-

preaent tc the'dounail, Admiral E. D, Foster, GChlef of the
Euruau of Supplies ﬁnd Aucéunts, ﬁnd Directorate of the Armed
Services Purchasing Ageney.

This agéney is oharged with the purchasing and distri-
bution of petroleum products for all three of the afmed qor:
vices. |

ﬂe 1s here to tulk with us aboht the problems of petroleunm

~ supply abbuﬁ which we have heard conasiderable. |
I know that 1t will be a very fine opportunity for us to
get acquainted with you, Admiral., ﬁ
I now introduce to you members of the Hational Peffaleum

Council, Admiral Foster.

| Aﬁmiral ?cgter: Theank you Yery mueh for that flattering
introduction. | ”
| eontlcmon; it is 1ﬁd;td & pleasure for me to have the
oppdftuniéy to address this distinguished Couneil. I have
had the pleaaurp of knowing a number of you, and it is'aiwayu
a ‘plesaure to be with you. |

My message this morning is a little bit grim, but I still
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weleome the opportunity to present to yeu the faets as we see
them,amd to give you a challenge which I am sBure you will
- accept and uhiéh I am sure you will meet.

'Oﬁr cooverative experience, for a leng while; has pra;
duced & very excellent result. You have ﬁcon called upon to
meet emergencies, and you have met these emergencies. Ve,
in turn, have endeavored to be cooperative, have endeavored to.
iift the burden off you, and we have endeavorsd to teke up
slaek by oushion, by u#ins our inventories &t times when you
were confronted with other peak demends.

I shall now follow elosely, Hﬁ. Chairman, my notes,
hecause I have & prncise mnessage to bring, and I wish to have
1t precise, 7

| The riska to our national seeurity which ﬁra.now presented
by the Berlin situation and by the aituation in the Middle
East, forces us to take snother look at thias v¢fy‘1Mportant
matﬁer of providing fuel for the armed serviees, and in a
more realistie manner than we ever have before, Tﬁe serious-
ness of the situation demands that such realism be followed,

Beeauie.ar.tha position 1n-1nduatry whiech you men pressent
here teoday oceupy, I feel that it 1s indeed appropriate that
we indulge in some detell with the interrelationship whieh
does and should exist between us.

Our immedimste problem is the purehase of gasoline for -

the eurrent six-months period.  Back of that problem lies the
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question of which company or eempnnics w111 come farwnrd with
ﬁlqunntition needed.-
We all rueognise thut diseloaationa in praduation aahcdnlos
and marketing-progmlms will likely be neoeasary, butethe
'heurt of thu prablan is ravaaled by the aturk naeeasity ar
makting sueh deeiaions.
The time for making those deeisiﬂns.iupaw.  Iﬁ_is a
problem, yes; it 1s uvan, I bolith,ybu wi;l aii §3r00¥u1th
'mo', a pmbiem arliaadarahip j.nés,rfying-—'aﬁt- the rupansi‘bility
?wﬁiéh you nnd 1 share together. It 1s important in the opera:
tien of the foraes; and in turn 1t is important:- to thase wha
make and earry out and administqr aueh policieu. |
It must be elemr to you that ir you rail to earry out your
shlrl, the whole Job must go by dcflult to the governmnnt.
So, I urga you to be tough-mindcdnbuut this situntion, and
nat to wall yaurselvua in with 6wmfortab1e illdaions that the
ebher felloﬂ ought to take elrn of 1t, te da the Job.

\ During thq past six menths. the Armnd Berviees have attcmptu
ed to 'eutablinh minimum stoek levels ror getroloum predueta,
and to bring our 1nrtntor1es up to these realistie lcvolu.

- 8o far ‘We have had very limitod suceess. %he=dialoeat10ns
ereated by thu_qulin alrlift, & loeal emnrsehey,?hnve eon~
vineed us tﬁ;t‘WQ,muﬂt not aceept aa udequato'inything less
than the mihimnm ?toék levels set by those reapon#iblnror our

~ natlenal security.
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I have three charts here to show the results of what
I rrinkly term "wishful'thinking"; The green lines chart
our hopes Eﬁat semething.wéuld turn up by the time‘raduiraﬁonts
—ﬁcre actually naeded;' In the oase uf diesel fuel, the |
required ievel.did turn up, but that hﬁsn'yshelpad fly airvplanes
one biﬁ.

The rirst ehart is for Aviation Gasoline. As you see,
the chanrt 5hows that our aviation gﬁaoiine has ﬁﬁ-no time
rlsen to-é rigure better than twothirds of the requirements.
Thls feet explains to soms degreé our necesslty for additian&l
1mmndiate'pqrehases to cover inereessed operations. In short,
gentlemen, the eushion-waa quite insuffiecient.

The sesond chﬁrt is for Navy Speelsl Fuel. This chart
rather falthfully rnﬁards the reason for weeklj eiplanations
of how 1t wasn't satiafadtory; but hew we hoped by next month,
and next month“by the foliawing month, that we hoped to obtlin
sufficient fuel,

Now, the third chart is for diesel. It dees indicate
that &n adequate level has now been reached; but, you will
notise, that we were for an extended period obtaining the
- requisite amount,

~ I show you these charts as evidence first of our need to
prepare-oqr cushion for emergency; and, secondly, 88 evidence
of the time 1t takes our present coopersative machinery to glve

reaulta.



36

Last ﬂaréh, preliminary estimﬁtna'of military ﬁctrolium
requirements were made lvtilable‘to industry. In April,
Invitatiens to bid wir& sent to the Qupbiiaﬁs. 'Thu rcapohaa
at the end of June was strietly in line with the oid”way.ar _
doing business, We hoped that with a 1ittle more preasure,
something would turn up; but, unfoﬁtunately, the prtaauﬁn ¢ame
from snother quarter, something 41d turn up -~ an additional
requirement for 1,400,000 barrels of aviatisn gasoline,

There 1ls a strong possibility that there will be an
sdditionsl regquirement stemming from the same séu?ees perhaps
éammwhere up to the neighborhood of 500,000 barrels.

How, the ch&rts whieh I shall now shew yéu will report
the situation as 1t stands today. These sharts, gentlemen,
set forth only the bulk requirements, and the coversge obtain-
ed to meet these requirements,

I should like Lo emphasize the fact that meny companies
that are not shown on the chare have made signifiomnt eentri-
butions into this program. I wish to emrhasize this paint.in
order that eredlt may not be detrasted from those sempanies
whese support is not reported here in detail.

How; the Mlrat chart, relating to Navy Spéeialt you will
s¢e that the coverage 1s gomplete. 'The companies supplying
Navy Spceial are relatively few in number. In the area,
recently, aﬁe company supplled 211 of th§=aupp1y.

Now, next, the Diesel shart. It is very faverable, but

1t ¢an't be considered fully sétisfﬁctery; What I would 1ike
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to emphasize is the feaet that these are ninimum.ruquirnmnnts.-
It ian't énoush to "'#1mst“ meot mininium mquimm.nt.sj that
partioular blook shouid be entirely rcad;'

Now, the next chart, Motor Gmsoline. This, gentlemen,
is a very vad showing. If what I undefutand is true, thﬁt
thepreqint 1hventory position ‘in industry is 15 million
barrels better than it was at about this time last year, this
plftiouiuf cﬁart reflects an even sadder situation, I den't
belleve that yau'wouid want to &ccept such a situation. |

Now, for the 115?145 oetans gas, This, again, 1s not a
bad pieturs; pretty good. Again, I call your attqﬁtien fo
the fact that it 1s not enough unless we meet those minimum
fcquir«mehts -= they should be well over sueh requirements.

Now, finelly; the 100-130 osteans gasoline. The inereased
aetivity of the Alr Force, and the poasibility of further
extended operations, full coverage ip the only tenable posi-
tion. Industry wust gear 1tsdlf to meet any demand for this
produot that the Armed ?urceu;ﬁuy request, There may be no
advance notisce of stilladditiwnai-ruqui&amentu. I oan only
suggest thdt the daily headlinas iorvu an effective barometer
"~ 4o reeord potentialities. ]

Now, many of you‘knéu the produet which ean be offered
at "‘.bhe high of the posted prices. I'dhould like to make our
attitude elear in this regard. We are buylng for the publie.

It im not our intentlon te permit the Government to bear the



o7

burden of spot priceaj nor should the &ovcrnment be a party
in foreing the general 10#&15 of prices upward during & tight
supply siltuation.

If it is necessary for our suppliem to procure a part of
thair total stoelks at premium prices, it is oﬁr opinion that
sueh additioﬁs'should be spread fairly thraﬁghaut the whole |
sales or absorbed &8s ah expense of doing buainess.

Now, the charts I have shown you in this partiéulir,
the one for motor gasoline, points apaeirieally to ahortoominga
in our relatlonship. .

1 omitted to tell you when diseussing the 115—145 ootane
gasoline, that the charts themselves reflected the econdition
two deys ago at the Wme the c¢hart was prepeared, aﬁd the remarks,
therefore, are apﬁlieable. I do desire to tell you, howsver,
that with some pressure -« like yesterday -- we did get full
coverage for the 115-145 petane gasolines but the remarks
that I made are just es applicable, I assure you, besause of
the faet that we are certain that we are going to get within
the next few days additional requirements up to 3,500,000
barrels. |

Fallure to bring the inventories to proper levels, assures
us thng the lmpaet of later c¢ontingeneles will be insurmount-
able.,

I think 1t 18 perfeetly obvious to efich one of youfhow

serious 1t would be to our national peliey if we failed to
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provide the fuel required for the eurréhtlhnrlin situation.

This won't happen, at least in thn_immndiatn future, but

we were perilously sloss to fallure té provide that gaﬁoiina

within the past few days.

¥1th respect to response to the additional requirement
of 1,400,000 barrels of grade 100 aviation gas, it has baen
most enasouraging, That was not bad. We are most spprecia-
tive for the companies who have responded to this call,

Lapt.wcek, gentlemen, in our humble opinion, merked the
end of wishful thinking. .ﬂigkthat time we sonsidered that
it is négfionger enough to say that Industry wees supposed to
eooparat;: We sonsidered it necessary then to prepﬁre the |
Munitions Board and the Hhtionii SQeurity-Hesourads Board for
a recommsndation which we a1l fervently hepe will not he
necessary te fulfill, |

I elte this ehange of tttiﬁude, not as an 1nd10atioh of
any unfriendliness or "get tough® attitude, but as evidonee of
faeiﬁg the realitles of the problem as they now exist, Ve
¢an not procrastinate until ] pasition'of.’too little too late"
becomes & reality.

I ask you gentlemen to view this situatlon with the
same seriousness with which I am trying to present 1t., I am
suf& that there iant‘t 4 one of you that would deny the 1mporté
anée or'having ;doqQate petreleun products in the military

distribution system to supportEaurvnntienalfpalinies$
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In the desighatian of minimum levels, to whieh I Huve
rcrerrod, 13'thg euntrallprb_cedurn_aatublished by the Jaint'r
Chiefs of Stare. |

These levulg Are Qet aa realistieally as we know low.
They provide insurance for our operating forces, and they
provide a cushion for industry in the event of an all-out
emergency.

When we havel_to drew on these stocka for looalized Aiffi-
eultiea, it is cbvious that they nust;bé restored as quickly
as posniblej s0 1t becomes apparent that the jJob of saving
- our veluntary, cooperative machinery 18 up to you. |

It will not be easy, I know, to decide ‘to mark time on a
marknting pragrhm, or to modify the specifications of the
commersinl produet. These deeisions will take a highorder
of leadership: Leado:ahip is fully aware o:'tho raspon;
aibilities of the business man toward his naﬁion, his community,
and to his customera. |

Now, what do we want apeeirﬁpally? I would like to say,
firat, thet no one should be aatisried msraly to offer the
quantities tbnt he gave us before; Such quantities are not
the proper messures for today's stark necessity. Rather, I
ask that each ecompany doeiﬁé'élearly for ltself additional
quentities which you feel you should offer in all falrness to
the Government.

If there be a problem, 1f that problem can he precisely.
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sorralled, reasonable men gathéring together around the
oonference table, vou should have no difficulty in agreeing
upon & proper solntion;

There 1s no doubt, gentlemen, thht here we have a problem.
ihere 18 no doubt of tha seriousnesas of the problem, the
seripusnesa of national importance, There 18 no doubt in .
my mind that the cooperation of you gentlemen in the petroloum
industry., | }

I only hope that I have succeeded in defining the problem
with precision, The total quantities required must be
fortheoming, and.muat be fortheoming now,. 'Pricea granted
must be in keeping with the enlightened business poliey of
treating the Governﬁent aguarely.

| I l-;a’ve every confidence that yu will mest with flying
colors the very reallstiec challenge ﬁhat I have ondeavorid to
give you.

(Applause,)

The Bhalrmnh3 Admiral Foster, I am certain that I

express the unanimous sentiment of this Council when I say
to you that we are glad that you have come to us with thils
very frank, forthright, understandable statement of the
ailtuation,

Ve want to know what we are expected to do. In knowing
that, I have every eonfidence that the petroleum industry

will gontinue its record of never failing to meet its full



L1

\ L

e

4]

reaponsibility to its Government.

Supplementing what Admiral Foster has uaid, I think we
should now hear from HaJor General Larkin, wha is the repre-
sentative or the Army Jﬁ%bths Armed Services Petroleum Agency.

Major General Larkin.

Hajor Gpnqral Larkina Gentlemen, I feel that Admiral

e

Foster has covered the Armed Services situation as regards
petroleum products very completsly end thoroughly, end I tvust
that you gentlemen of the industry will be able to solve that
problem. | |

I wish to emphesize ene point that he touched on. As I
r@eall;{;ast year when the Armed Serviees were having conaider-
able trouble in getting petrsleum produets, industry atated
that the problem‘was‘difricult because the Armed Serviges did'
not earry a program well in advance; that we are wofking rrﬁm
hand to mouth, and 1f we eould present such & progrum in
advanse, our needs could be taken garg of. |

Well, I feel that industry was well justified 1# its
critieism; however, that wes remedied. 7

But the petroleum produets havernet be;n forthebming to
the extent desired. I feel that the burden should noet be
earried by 8 few ecompanies. I think industry as a whole has
to solve that, and certainly a few dﬁﬁpanies oan not earry the
lead. I think you.gentlemen apprasiath that the necds for

national defansc are paramount; and, frankly, I feel alao that
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if the situation can not be solved by industry, 1t will be

taken in hand by Congress; and if so, I do hot believe that
Congress will stop merely at alloeations,. v____tj

€

I think the guestion of priee control will also be
involved.

Personally, I hope that industry will bé able to solve
thie problem, |

Thank you.

(Applause,)
F“““méiéﬁéﬁéifﬁ;ﬁgmanﬁa report of the Committee on Militapy

and Government Petroleum Requirements, Mr, Drake, Chairman,

- Mr. Dreke: - Mr. Chalrwan, Admirdl Foster, General

Larkin, and Couneil: ‘The remarks I am about to make sum up
the views of not only myself, but Mr, Page, Aeting Chairmen;
and of the committee. They are wt the result of only my
thinking, but the Pdesult of the eonteets whish we have ﬁld-
with the Armed Servieces Petroleum Purchasing Agene;iwhiehv
Admiral Poster and General Larkin are members.

Earlier this morningii ledrned that the Alr Foree has
issued instruetiens to eurtail operations in the United states
because of the necessity of bringing working inventery levels
of aviation gasoline_to a safle ﬁipimum.- ‘It is not a good
conmentary for the petroleum industry that this Kilnd or'a re~
striction has to be imposed upon the training of our/nrmed
Torses when a2t the same time our industry assures every motorist

of 2 tankful of his favorite gasoline any time at the. corner
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f1lling station.

The industry as # whole has responded favorably to mili?
tery requirements, but, I must add, only after the appliention
of all the informal pressure that both the military and our
ecommlttee were able to bring to bear,

While I do not wish to detraédt any eredit from those
companies who have come forward with substantia) offers during
the past ten days, you must recognize that the major credit
belongs to the eompanies who responded sbpntaneoualy to the
Invitations to bid in Aprll and May. |

In cenvassing the industry this past month, one specifis
attitude poourred repestedly. Company after compag felt that
1% had ofi_'ered a fair share of the requiremente, b?jd upon
its ratio of erude throughout, refinery output, orgsalos, to
comparable flgures for the whole industry. I ean understand
and appreeiate the use of su¢h rule of thumb figures to support
the reasonableness of offers to the military. We are all
anxious to maintain and expand our post wér markets, and it
takes produet to do 1t. Sueh 8 system of uilf:éomputed nllo:
cation tends naturally to delay coﬁpletion of the military
program whilé'eaéh ¢ompany waits to see 1f some one eélse will
come forward with encugh. As Admiral Foafqr hes shown yeou,
the experience to date has been exactly that.

Now, when time 1s of suah-impérﬁtnee;ethisasystem-of

reaching fullleovcrage=only'qftdr“i number of rounds 1s at its
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worst, [ Industry's first duty is te Insure that the military

“requirements are 100 per cent covered within ® short time after

A

formal invitatlon to bid. The performance so far has not

been satisfaetory by that eriterion. 'Tho only solution for our -
voluntary system is for & more active leadership to be disQ
played within industry. Regardless of what pattern or formila
15 followed, it is necessary that offers to support military
programs some in promptiy; Milltary operatlons and training

in support of our national policies must not be jeopardized

in this world eritical period.

”Admiral Foater passed briefly over the cooperatlon ex;
tended to industry by the Armed Forces. There are few in
industry who know, becsuse it has not been widely eireulated
or exploited, that the persons charged with the militery petroleuw
program have been appreeiative and bonsiderate of the problems
before industry._ Lift;ng ge¢hedules have been modifiled and
rotnrﬂed during the p@ak consumption of various produets,

The Navy loaned a'part of 1te imentories last winter to the
States - and even yet has not uhelly‘restbred ita January
position. Had the military insisted on mainﬁaining ita pro-
gram, or had the Wavy insisted upon immedlate reétoration of
1ts levels, industry would have faced production and maricet-

lng dlisloeations whieh 1t could ill*afford@ ‘Therefore, in

all fairness, it 1s industry's Job to meet. the pressure now

on the military side. That industry has rieen to the occca-

sion is notrramarkabie? It 1s ite Job to do . Just yhgt, and
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I am suve 1t will eontinue so %o do, ya

Uas the Horld aituatian exinto toduy, there 13 no widdle
gro_und between an effective vngunaary program and » mendatory
order basias- !he-nilieary-ia nﬁt-aaa;ruus of eatablishing
any fomm of oontrel aver the petroleun 1nauutry; They belleve,
as w§ do, that proper lesdership, under & fres system, ean
give our nation the moat efficient utilization of petroleum
riluurani and faollitles, @ﬁ&y sincerely hea-'thﬁt it will

not be nesessary for the Government Lo talce faﬁﬁﬁpr steps

‘to Assure necessary supplies,

"#alling the sttainment of meeting 811 requirwmnn %8 this
week, industry may expect the recommendation on the part of
the Arped aorviess that mandetery srder authority be placed
in effect s0 that there may be no riek to nutional seourity
ar*nntionn1 pa11ui¢u through failure of fuel aupyii.

”Anﬂ, gentlemen, 1at'nc‘rgninﬂmyou-ehlf cxinting legilla;-_
tlon empoWers the Government net enly to obtain the predusts
1t needs, but also, this legislation. pormfts the aovornutnt
to obt&in 1ts requirements subjaeﬁ to later nigotiatioa for
price.

"aAs 1 indieateﬁ & memant age, I don't feel that pruduet

_aupplinﬂ to the nixitary cﬁmes after thnt earmaried for

commarelal mariketing programs. Thin“ha#*a*benring"an:prieins
in his way. Iﬁr-’n--'.mqny--'pmhﬁn-.{:;ﬁéﬁ#@t—iz‘;fti-a premiwm -
pri¢a~1nrorﬂ¢rft6-mﬁotfbathﬂmiiftnry;dﬂgﬁeivii&iﬁfﬁﬁdi@tivéu;
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there 15 no Justiflsabtion fof anking the Governwsnt to bhear
thie entive added cost. Thiz aoot 18 an expenss of doing
businass and should be spread avenly over tha eost of all ﬁh@t
produet,

aeansaqusntmy; I endorse Adm;&ai Eoster'i\pgsitian with
veapect to the deslrability of holding the iina for the law of
poatsd priess wharever possible, although it 18 justly pecoge
niged by the Armed ﬂﬁrviees Petralaum Purshasing Agency that,
irn the ease of speclel military products, where costs of uon;
version from noreml eivilien preducts vary donalderably, 1t 1s
reasonable to reflect such axtra costs in prices guoted the
Armed SeﬁviﬁasQ

"r urge the ehlef sxseutives of the varisus companies here
presenﬁ to onrry thiz mesgzage back to thelr respective market-

ing organizstions, and urge upon tham the necessity of

1mmediete setlen to the end that the militery requirements of

pur Gcvernment may be prempily mntv==5,,, ,A)ﬁLQ/R . , S

ST - T
e =

1 am Just wondering, Mr. Page, 1f thers is not some things
whieh you might heve with regavd to this mattery more parti«
‘eularly with repard to the auppiy‘sitaatiun; I think 1t
would be very hglﬁfu&;_

The Chailrmen: Mr, Page.

nr. Faget = Mri Chalwman, T would like to.aayfaleﬁg-thi

1ines of General Larkin that last year in August we had some

Gifficulties; we had some criticlisms and suggestiens, of the
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way the Armed Services were handlingthls matter, Those

suggestiommwere taken. I think that they have corrected

eventhing that we bthought was necessary at that time,

In othe® words, I think that they have very definitely
done thelr share of the Job. ‘They have given us in advanee,
and well in advance, the figures as to what thelr requirements
would be.

Actually, the changes in those have been minor. In
epite of the ehanges,we all know sbout present ¢onditions,
g0 I think the industry has been advised well in advanee a£

thils time as to the amounts that are necessary.

' ’ 3 \‘ N V -
: (k If all the companles haye put those reaqdrements in their

base load I don't think we will have any trouble aueh as we
have had in the 1aat month or two.

At the end of June, from about two months after the
requirements haﬂ/baen issued to the industry, there wasn't Aa
single ofer of motor gasoline from the Gulf East Coast area
for July listing, and that would, certainly, I should say,
try the patience of the Armed Servieces, They had to get the
ships 1in positlon, &nd they had no ldea of whether they were
going to get the requirements, 9r where they were going to get
the requiremants.

As a result, we ealled up various people in the industry
and did eover it, but that 1s hardly a method of operation
that ecould be considered sgtiaf&ctoryi

So, I feel that we have had two. problems ahead. The
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-#1?3@ is to cover the shertages that exist during tho six

monthl poriad and offnrs, whieh ia abeut 1;700 000 barrals of
gaselihe in thu @ulf Enat Quaut area. ' N
Wy, Brake. This is mator gaa?

Hr,-Paget _ Hotor gas.

There w111 probably be some more aviation requiréments
and also a small amount 01f§avy diesel.

n adattion to *zhﬁ.ta-ré would like to suggest that when
the procurement agency goes out for the next six montﬁﬁb
period, from January to June, that all the companies salculate
how mueh they feel‘thair‘share of the miliﬁary requirements
are and offer that full amount promptly so that the military
wiii dee where they .stand well 1n advance of actual quetas, ‘/}

I don't think 1t 1s reasonable to have the military |
hold off on & situatlon as they did at thls time, eoming up
within a week of 1qad1ng tlme, and having nothing to offer to
1oat, -

S0, I ﬁould like to suggest that every compéﬁ&Lhka a
look at that at this time for thejr next six months' perioed,
and put that into their program as a base load énd n@t na.
the amount they might have left over 1f they can m:ke ne saics
elaewhere.

Ehank_you@ |

The éﬁairmant Any questibns, genﬁlémen?

Hr. Brown. T think CDienai Drake's statewent was a

| tremendously efreative one; "He;&smed’th&t*his’thqugﬁts-bt



19

49

o g
!

duériod-bnek by-ehé‘ixagutivqn-éf the ¢ompanies represented.
here; but they are not elvays as eloguent us Mr. Drske's
thoughts, and X woul&nsuggqat that 1t would‘help the wﬁali
industry 1f you would pr@nart.qﬁmu sort of an extension of
his famarks-aa that the people who are hira today would get'
the fullweight br what_hﬁs been saild.

Admirul Fosterl ~ I ¢an not see any reasnn.why offieihlsf

R s

to whom sueh presentatisns have been mgde should not bu_'
furnished with as much &s yeu want them to have,

1 don*t think we should let out of the inner éouneil,
80 to spoak, 1nrermatian such a3 that we have Just had,to ask
ror'l,#oo,ooo barrels ur 110 octane, and an mdditional rﬂﬂuirt;
ment up td 3,500,000 additional barrelss that informatien
agertainly shouldn't get out, but_I-ace‘no reaaon why 1t |
shouldn't be sivtﬁﬁto responnible paople such as those present.

Hr; Wilsornt Mr, Chalrman?

Tﬁn Chairmant Dr, Wilson.

Mr, Wilson: I have two or three ecomments that I would
like*té‘mlﬁc. : | |

First of &1, weé ¥now that this Beriin operation is &
matter or vitui prestige to this whois nation, and 13 being
etrried on undor ‘A great nxponat. ‘

I eln*t eonecivc what the damage would be to prastige 1f

1t were that we eouldntt even suppiy a peace time opermtion

‘1ike that, It must not.happeng and I am very happy te heer
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that at this end 1% has been covered.

seeendly, I believe Colonel Drake and Admiral Foster
prefer te combine aﬁr comeercial needs, or expand our eommer-
clal businqsa. I think that too mueh is‘indieatod therpr
that the_eampanies are out to get new businees, ,Bést companies,
inéluding my_ﬂwn,-arq on & basis of not going auf and getting
_new buainess; but holding down the regular customers,

It is our propositien to the obligation of our rugular,
-eustamera that we are werrying about, and not that of looking
for any new business,

I think there wes & 11t£1e implication that gees wlth
"going out and trying to extend our business” wmore than I
Baiiiﬁa any one is so doing. . It is a_dirfieuit thing to

dgpriﬁé your regular~eustomera, hold them down to the extent
’y§”have, and offer any-mpru_to_militury'than really seems to ba
your falr share.

In view of het situation, ‘there are two quastﬁonu that
I have, . | |

‘The first ist the minimum stosk levels thet you are
tallking about here, are they for essential peace time opora?
tions, primarily, that you are thinking about; or do tﬁny‘
'inqlude what you might eall the “miiitary stockpile” that we
have been talking about. | |

Admiral Foster: I tried to make that clear, sir.

Pirst of all, mey I comment on your previous statement.
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I am sorry 1f x_Lgrerrgd_that'yqu are trying te develop
. your commercial business further, I did net mean to make
gueh an 1nfaren¢e.'_$ﬁmorg1y meant to,inﬂieate, as Colonel
Dmlm seconded, we think that military establishment require~

ments Bhould come first,

Mr, Drake: That 1s all I meant by it. |

Admirel Foster: Now, secondly, those minimum require-

ments do represent not only immediate peace time requirements,
but as I stated "a eushion for industry" te enable industry te
meet %ha?rqquiremﬁnts of an all-ﬁut emergenty, 1f an emergensy
should oeceur, | . |
As a m&tte? of faot, Colonel Vogel, Capta1n1W1lson: is
thpre any objection in telling them exaetly what you do repre:
sent?
Captein Wilson: MNone that_i gsee, Aalr,
_ Admirq}mfggggggﬂ They feprasgnt the requirements of
60 days with the Forees. o
Shﬁuld an emergency overtake us, and we éensidef:that it
h&s, & very modest cushion will be had,.
I shink there 1s no building up ofratuek'pile, 1t 1s
simply to bring them u p to the minimum limits, e
| Mr, Wiléona " That is what 1 ﬁean,'it doea'inclndé'énéuéh'
to bring the stbqk piles up to that level.
“ﬂﬂﬁifﬂiw?Path' To the ﬁinimum‘ie#el.'

Hf. Wilson: That might'be_eunsiderad &n emsrgeney load



22

5

waulﬂn%t have to ba wet in the Pollowing six menths, 1f it
hasn't baaen met in thls six months,. You can't keep the stoek

pmle up to that level.

Aduiral Foster: That portion could not be ecnsidered,

That 13 -8 relatively inslgnificant pert of the program,

Hxr, Wilsont There 16 ome more suggsstion I would like
to malte .

I this demmnd for 100-115 cotane aviatlen gasoline is
golng to conbinue to grow s it has 1n the past year or so,
we are rapldly appronehing a point where Sumnthlng must be
dene Lo axpand capacity; and that 1s golng %o be very dilfficult
for industry to do in view of the tremendous aapit&l.rnuuivtu
ments of keaping up with other things, and in view of the
wneartainty. It peems to me that we are approaching & plice
there we need some sort of abllity on the part of the Governe
ment to aid in ringncingladditianal‘allacatianz.ARd nthér mits,
and negds fbf?ﬁergency transfer of matarials.

._Frequantly_yburwiramnties areé in oneé place #nd other
materials in*an@thér.piaaa.

It aeemn-&a'@a'that 1f this military believes that the
demand is going tﬂ~g£n$inun‘ﬁa'graw -~ there is a great doubt
on the par% of 1nﬂuatryhaaauso of 3et fueld ~« it le eoming
to Ghe plaee where ue¢ nnad,aame amorgenay iype of nperetion

to ald In the building of those faeilities, sneourage thn

_builaing of thoazs faaillties.
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Admiral Foster: Maﬁ I make one further explanatory re-
mark: We have practically no storage for motor gasoline,
We depend on ordinary distributive mechanism, shipping
meohnﬁism, to take oare pr our needs for motor gasoline, almost
exclusively,

And as for the last point you have Just ralsed, I think
1t would be appropriate for elther Colonel Vogel or Captain
Wilson to bring you up to date in that respect.

If elther or both of them would comment, I should be
very glad. |

Colonel Vogelt The point that Dr, Wilson has raised,

1% has been strongly considersd by the Military Advisory
Committee 1in thg last few days in reference to the joining
up of the present supply plan to the military service, that
18 necessary to supply an immediate emergency.

In other words, the planning for the type of organizatién
whieh would be neeééﬂary to inatlitute exactly, and what Dr.
Wilson 18 talking about, 1s belng earried on.

I raised the guestion with the Committee yesterday, and
there Were eertain implications that came out of such a pro-
gram, particularly from oommeréial operations,

Perhaps Mr., Brown and his report on MPAC could offer a
few éﬁggestipns that we can conslder here for that implementa-
tioﬂ.'_ |

. The Chairmans Captain Wilson, do you desire to add any
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eomunnt?

fsptain Wilsont Wo, | |

The Chairmant Colonel Drake, you have presented your
r!port,-nnd é@rtuiﬁly there 1s nothing st this time to smy
for the Committea, so we nili as¢apt the report with full
authority to steam shead.

Are thare any other remawks on the report?

Hr. Duket mﬁg Counall Committes doesn't say anything
abeout Grads 2 raguirements, *

Do We asaume that the Grade 2 raquirsments are fully
net?

ﬂannnnder ﬁraﬂaheri Last year we eonvertad most of our
fauilitiea, the in&striul fuciliticl or using that produst,
to thn use of caml rgg the conservatien of liquid fuels , and
We navd subsequently eenvarted those stamagi- th;t-wcrniprt%\
viously assigned to Urade 2 1narder to nllwu us to hold on
hand suffieient produet to mm;% minimum levels.

_Nr, Drake: Do you have a Grade Two problem?

B e TPt

ﬂamnlndersnrusehor; Wthavi net at fhiﬁ time 2ny reqguire-
ments for Grade Two in sarge listings.

Hr. Majewekis ':t 18 the announced paliey of this
Couneil and 1ts Committes that the military, the Araed

Services, and the Gavurnmnnt serviees, will 3¢t preferential

- treatment along with !griculture.

I think 1t 18 very important between both the Nilitary,

on petroleum products, that 1t has Agrioulture on-the stme
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basis as tha Mlltary, because the Armw can't erawl on an

ewpty kally.
We'do have to have the same treatment afforded to Agrioul-
bure. | |
Colonel, if you will 1eekaut'thut raport ef_yoﬁra and
eorreat the portion that says:

"We are net new giving you praferential treztment,"
I think 1t eught to be changed that we are. Some nf,ﬁl might
be a little dilatory in ceming up with the »right number, but
eortninly, our hearts hrc in the right plaes,

The Chairman: Any other remarks?

Me, Blager: XIf there is nnriaﬁl diffieulty in sbtaining

100 getane grade, I think 1% uight be worth looking inte the

question of the levels of ostanes in premium gaselines, and
hqrt_a_m areuns of the -cenpﬁw 'iﬁh-nlmgut' straight eatalytiec
gaioiinn 18 being mseld fnr,prtﬁinn; . Now, very often, sﬁuilir
rurinoﬁioa, partieulnrlk‘iniand refineries, srs not in the
position te supply those grades; but, certainly, thome of the .
larger eowpenies that have whet appear to ba high ostanes to
spare, a8 indleated by the lavel of osténes -*»nﬁd in my opinien

that level can ba Justified only on sales basis and not on the

-bguis off the roquirimsntn'ef'tha.gs por'eont of the metorists -

and if asme of those. octanes wqr1r-mov¢d and put inte the
uupply for the Armed Services, I balieve 1t would de pounthlu
to .abtaln rram many of ‘the smaller. and 1nanpond-nt«rnfinars,,
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gallons of gasoline for the wajor eompanies who gave up those
gallons.

It is true that they might not be as high in octane, but
I 8t1ll1l think theay will de adequate for the use of the publie,

It might be helpful 1f somawhere along tﬁe line some
facllities could be developed along the industry to effect
such changes, because I know refiners that would like to make
a contribution, They probably remain inland and they don't
have the facilities te amosomplish it, but working through ﬁhe
ma jor 01l companies that have done so much themselves For the
campaign, I think that they might contribute ﬁore.

The Chalrmant ¥Wr. Brown, Bruce Broﬁn, continuing the
matter of the military supply situation, will you now présent.
your report to the Committee?

Mr. Brown: Nr. Chairman and members of the Petroleum
Couneils I would like before we éet over to the aituation,
to glve what I feel I can fairly state here about the work of
our committee.

Youwre informed a year ago when We were given & number of
quesations, which amounted really to ésking'us to check the
conelusions that had been drawn by the Planning Division of the
ASPB, of the feaslbility of fueling a war. They asked uz to
predlct erude production. For a period of five years,
eivilian reguirement would h§ve to be met-en & ration hasia,

refining capaeity, and its adequmey; and measure thoze items
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'against'bhe 1ndicated militery requiremehts for petroleum -

produets for a& major war,

They have to make such a study eaech yaaf. It took us a
year to,complete our study, and yaesterday our eommittes édoptéd
its own data and formally transmitted 1t to the Armed Serviees.

Now, we knew when we atarted out that if the military
requirements Were realistic, that any such study would reveal
8 shortage of petroleum even on the most drastic aonceivable
bagis bf civilian rationing,

We have been playing with those figureé.

Now, at the same time that they asked us those questlions,
they asked us three more, whieh,whlle they weren't so worded,
amounted to this: they sald, in effect, betWeeé the lines:
"We Mnow you are golng to find this won't balance. There are
three avenues of balance that oeeur to ﬁs. If youn want our
opinion of those, they are: One: How about bullding alot
of synthetic rfuel plants? 1Is that feaslble; would that bring
Us a balanca?  Iwo: How about stock piling petroleum before
B war; how about having a stook pile?  And third: How about
ratiening at the start of a war before the rilitary demands

will reach their peak of demobilization and storing the ratiqnéd

products; would that help bring a balancet"

In our studies, we submitted a report early in the game
which indlcated that in our opinlen the buﬂldSng ovarnight of
& tremendous aynthetie fuel industry for a wap purpoﬂe wasn*t

in the cards.
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Now, that hasntt anything to do with the desiéabiiity of
making liquid fuelshsyﬂﬁhetically, or the eeonomlea of processes;
1t simply looked 1like there wasn't a feasible way to meet a
shortage during a way, and in effectj we reported that,

8o, that left us with only three things todo: one 1g
to say that the miliﬁary couldn't have that much petroleum to
fight a war —; whieh,1f the reqﬁirements are right, 1s the
éame as saying ve couldn't fight a war -~ or some type of stoek
plling of petroleum or 1£s products.,

We haven't made any recommendation to the military con-
cerning stockﬁiling. We have revieﬁed with them the desirQ
ability, practicality, of thls reserve stock; and the atoek
for lmmedlate use has been discussaed hy Admiral Foster and
others thig morning, and we ars woiking along with that.

T was trying to asséss the feaalbllity and desirability of
stockplling of synthetic prdducts. 'There is one simple
figure that I wouid like to give you, becaunse I imagine this
1s going to be dineussged in months and yéabs to come, and it
1gntt & conslusion of %he Committee, 1t is Jﬁst a set of-
numéers In whiah to hansyiyour thaught;

Suppose it wee deemed7desirab1e to store some products

30 that we would have 8 blgger inventory for the production

required by the Army in the avent of a war. Let's not worry
about what products, but let's just say "products®. If we

were to store & hundred thousand barrels a day of products,
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“we would ‘have to build a hundred thousand barrels a day steel

tank every day.
That amount of steel appears to be equivalent to about
20 per cent Of the steel that 15‘eurren£1y'used by the steel
industry for tenks, and would require a stepping up of tank
production by about 20 per eent.
Just a little thing like & hundred thousand barrels &
day. |
We Just simply took that figure because a hundred thousand
barrels a day was 8 nice round figure, and we checked 1t

against your requirements for tanks, and it looked 1like it was

K. pretty'big flgure,

There was also a possibility that the industry could ob«

tain over and above all 1ts other activities without strétching

itself too far. Whether they could do that depends on plans,
appropriations, possibly necessary legislation} and a lot of
other things.

Now, wheh 1t comes to what to stoek plle, if anything;
sgain, thelcommittee hasn't given any opinioﬁ or recomméndation,
but in our diseussion 1t Qeemad to us that keroéene would be a
good thing to atoek plle, because kerosene is a small part of
the barrel. We lmow frompast experlence that if we get in any
diffleulty during the war, kerosene ¢an be used to run diesel
locomotlves, 1% ean be used in & pinch for the Navy; and

finally, you can erack 1t up and use it in Jet planes. It is a
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relatively monre stable product.
- Then, another thing, it seemed desirable to steck pile
alkylate. We have had some discussion about alkylate this

morning,but I would like te tallk about 1t frem a steckpiling

standpoint. You ¢an put kerosene where you are golng to use

1, but if you tried to stoek pile alkylate, you would have
to put it near a refinery where 1t eould be refreshed and
baanded into aviation fuel, for such emergency.
| Row, going.qver to the more br_loss 1nmediate situatlon,
you recall whnﬁ you producéd 575,000 barrels a day of 100
oéetane gihaline during the war, It will take us months to ge£
baek'thqrc. That gasoline had 4<6/10 ccte of lead in it,
and it wasn't grade 115-1%5, and youeaul& use cntaiytiéally
ernekhd'gaiéline to 2 very layrge extent in augmenting the
volume, |

Our committee entimated, und I onee reported here -«

sort of a serateh estimate ~- that if the Air Porees went over

 to 115-145 aviation gasoline completely, that our natienal

productive capacity, even 1f we went back and got all those
things runnihg agein and Qet 2ll this blending &nd all these -
meny things going again, would be slightly over 200,000 barrels

a day; beeause grade 115-145 gasoline wouldn't take a lét of

satalytie gaspline as & éracked gasoline, and as made by some

companies, it varies a little bit. 115-145 gasoline 1s an

almost pure alkylitu,'it just has & little bit of white ends

in 1it.
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Kow, rog;rdleﬁa 6r the 1imbility of the present estimetez

of the Air Foree for fet fuel, if we were to get into another
_major war, 1t 18 Just veéry evident right now that 1: wa d4did
have to go to war, we would be in trouble within 81x months
because our national eapacity to produce 115-145 gasoline
would not be enough as the Air Foree grew in power,

This isn't any "long way down the road" ideaj this is
some thing thaé vwould come at us very soon if we had to go to
war ageing and any kind of war, because the current require;
ments of aviation fuel, 1f they were converted all to 115-145,
and just a faw more million barrels of emergency would get us
in that trouble anyway. )

Now, i1t is unfortunate that the jet propelled pldne has
“#o much glamor about it, It is highly desirable, Isuppose,
from the s:andpoint, of international relations, that we brag
about our jet planes and fly them around ang ehbw how fagt
they go, but 1t has given the rofinarn a false sense of mecur<
ity about aviation fuel, because they say, "If you are going
to use Jet plenes, you yohép need all this alkylate."

When you look a£ the ﬁilitary requirements for a ma jor
war that may oceéur any time w11:h1n the next Aaw years, I don'*t
care how fast jet propulsion develops, the demand for avia»
tion fuel for other types of plenes for transportation, is
going to be so big that we can't gat 1t with the exlsting
facilities, if 1t is QGrade 115:i45.
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sumthing"bughe to be done by Government or by industry
to atimuiaté“theveohatfhatiénor more of those speciml faelll-
ties that arve required for aliylate. |

It 18 quite 2 tough problem. S0 far as I know, none of
the old mneh:nisms of authnrities whith existed during World |
War IT are svailable. 'There 1sn't-anv such thing as »
defense, ¥ don't beiievé. I don't belteve ‘there 18 & provie
nion for o centr:cf for Five ye&rs* there 1sn‘f any such thing
as 8 defense loan or a low rate of insurénce; there lsn't
auoﬁ_a finanocing, M

So fraqusﬁﬁiy the 1ndustry says thet 1t has had to egpend
sn-muéh“out'bf 1ts availsble funds Eb=mﬁ@ﬁ thia 1néraased
demand, that while vic are doing well on the beoks they dun't
have the monev that they had 1in 1941 and lok2, to put-in
facilities to uid thelr capital load.

It i o very touﬁhﬁ'thing to taekle; particularly in peace
time. and partisulariy with this offsottihgfthonght of-J!ﬁ
plansesi but if we ean figure out what te do about it, we
certainly oupht to do aomething]about it because it is'g very
renl possivility, o

Thank - you, sir, |

The Oh_a.im;'u nr Brown; I think perhaps some q_'uéu.tiom‘
may bs directad. :Bo any'mambersror=the-Gﬁuneii*utsh~£o-tuk
any'QuesEians:nr-Hb; Brown?

M. Skellyt I would 1tks to ask one. If the militery
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‘Were to eut: down thair use of high oatane for ordinlry notor.

ing,. rar thcir'ardinary flying, wouldn't that pravido nn
ndditianal lupply? _ | ‘ |
- Mry . Browny. !bu mean ir thoy uuod Iqus ‘than 100 octane
infsomevpiaﬁetf | | o
“Mr, Bhallyl ‘ In military moter or fuel use. I natiee
that any. one. connseted with the militury, they drive a- car,
thqy dontt use the kind of gaseline I do,
“r?infﬂﬁﬂ?_-“h#t kind of gasoline do you-uaq?_ﬁ :
- ;ﬁ.fskqliysl-whey have got:to have the.vexry best.
'Wh&t'?ind-m use gets me any plaeerthit I'want;ﬂ
Hr;_Srbwg: Don't _you usa premiam gnseline? :
Hr.VSktilyl ﬂog' I usa the ordinary. kind, T0 oetane is
gpod-enoqghifafﬂmg; I qanvget'ovar:thciroad prqttyagaoda‘
Serieualygymnybofthe milit&ry'mightput1nto»apefut;on»
semo*littla\acbnemids%aoaas not‘to-use‘thetopfgradearoriusa
in ordinary driving baek and forth, and ardinary rlying buck
and forth: | o conls
lr. Brown: Hbll, the toehnical point: is thia, nr; :Skelly:
that ae: the plane 13 built, tha new: planes, they- are built for
115~1#5 gnuoline; and as thoy aome more  into use and: the old
plnnea are disearded, theru-are»two'thingavthutwhappenl , First,

they won't rly aﬁiesa ‘than. 115~1451 nnd ueeanﬂ, you ean't

- take-the:pqtgnqa put_of_mator\g;ao;in¢~nnd transgg;ftagmfte

aviation fuel, because there isn't. in _ﬁh_'.__:é\._-';n: -_b.eau;. tm&



3k

&4

1sn*t any alhﬁﬁtﬁc'in it,

i Am fgr“au thu}?s§ ar”av1ution gasoline in the eximting
planes is cencerned, or for tﬁit-nnttar the use of gascline
in the existing lsnd twnnupért; it seoms to me that 1t would
be Kind of tough £o ask them 0 economize to the extent of
using 1ass¢r qﬁality.thaﬁ the commercial alr lines use ov
the ordinary motorist esn buy ab the sﬁrvidd station,

Mr, Skelly: That is & good answer.

Colonel Vogel: To.&ilay the sﬁupieion that the militery
gervics 18 using much premium gaseliné or anything ether than
80 oetané,; our mtmw yestordey was to the eff'eet that we
weres using 70-T2 octans practically entirely in grauhdeduip;
ment .

We do use limited qﬁantities of new called premium
gasoline in our tanks, but thet suggestlion has coms in st the
August mesting of last yesr and we are fully adhlring to 1t.

Mr. Blausteint The suggestien has been made, now what
would be the next at:ép in oxrder to encourage that provedire?
I mean, the suggestion la madej do we do anything with that
suggsatlon, or where do we 1§ave'it?.

Mr. Browni 'The Armed Services Petroleum Board asked us,
we haven't figured out yet what the answer iz, Nr. Blaustein,
exeopt tﬁat We think -1t takes iagiilﬁtienyg That meens it
would go to the Munitions Board, Jolnt Chiefs of Btaff,

committees of the HOusq“andfﬁﬁnﬁte,;anduthqnxnfietwaf*tﬁstimony
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a lot of argument, haﬁk:figheingi and then maybe a bill Might
be signed, and;thonfmlghﬁ be voted, | |

My, Bzaustaina sinea ﬁhe praneduro 18 80 long, ean*ﬁ we
start some time seon? |

Mr. Brownt We are going to try to male a vecommendation
Some bime, that is about all I can say,

There 1s one thing  would 1ike to membion, quite a
prachical meadure, in eonnaction with this alkylate problem,
and the possibility of stock piling,
| Colonel Vogel asked us yéaterday whethar we thought that
an arvengement could be made in so far as industyy is é@nﬁe?ﬂu{gj
whe theT the refinery would be willing to work out what yoi might
call a refinery remerve storage or atook pile, under which‘thc'
Government would contraet far,'aay, 2 hundred thousand barrels
of alkvlate.

The refinery would put 1t in & tank, he would.be the susto~
dlan for 1t,_andpreéumab1y.he eould, 1f he has aviation

gasoline, he could use some of the old sikylate so that some

-of the stuff in the.tank-wouidn'E et too old,

We didn*t feel sure that in the present finanelal state

of the Indurtry that they get too many tanks. Whare it uas,

- hacesaary to bulld a tank qpecif*nally for that puryese, and

they hould‘have ne assurance thatsthia'thingiweuld happen more

than once,

wg-even;ﬁaiktd about the possibility or-a&fin-q<pitnﬁ
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tank., Wo felt thaﬁ that ¥ind of & ‘hing would be worked eut,
that anybody that made 11k1ylate would have practically no use
for belng unwilling to put 1%t ina teank, make 1t, and take |
eare of it for the Governmant._

That is getting down to a mi;i. thing; but that im about
as far ag we oould get with anything speoifia,

Mr. Gannons Mo, Ghnirann, I realige that discussing
military raquiramants is im@artnnt, but mn# I ask that Colonel

-ngel and the cbher-arficiala, when they raturn_ta thelir sales

organization, that they mentisn the other Gnvurnmcnt'roquiru:
ments, We have tha Coast Guax«d the Atomle Fergy anmissian,
Vaterans Hospitals, Foest Offices, and we are nnt getbing ndc«
qutte.eovirage¢ |
- In the city of Pittsburgh, today, we are paying a pramium
to a dealer in a eity where most of the wajor companies operate;
and the mejor companiss made 1t impossible fnﬁ & great many
dealers %o buy from us. |
The Chalrmant If you desire to aupplement that state-
ment further, we Wiil_give yqu-the pPi?ilEﬁe'nf the floer te
extéend ynur remuris, _
Hr. Gannont Thanh you very much ‘but I think that aavera'
the ground. |
We have had to make 1t 2 matber of persenal solieitatien,
some one In the dompany bto rebid on our reguirements, snd |

then when we get them we hold to them tnatead of making 1t
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rtrietly & business deal.

Mr. Wilson: Dealer to buy frem you?

My, Gsnnon:  Supply us.

nr;'wizsan: You s8id "buy"frem you,

Mr. Gennont I beg yéur‘parﬂan;

wﬂ thO:hﬂd dealers Bdﬁiiﬁeaainathe paat‘that were cut
off, |

¥r. Wilsonr Cub off; or eimply held o the same allooatien
that every other deeler 1s7

ﬂé. Garriont  ‘They Were told fheyineuldn’t bid any sore.

Mr, Wileen: I question thet, ﬂg@unasiafthat théy told
them they had their alibentibns.' I aon't think that any ene
heo told them, any desler, what they should do with their
gassling "-J_!'hey may have said that wu 'e:‘ln"i: have sny wore
fhan yolir shaze, | H

Nr. Gemnont I have a letter that was written hy a ﬁng‘or"
company to & desler, that I preb&ﬁly shouldntt have reeaived,.
thet was written to the mmjor company at my -;ﬂie-ttﬂiﬁﬁ; with
regand td.ﬁtpartie&ilr aceount that this dealer h&d,,  He
refarred £g'the fact that they ware very sorry, but they eouldn't
continues &nd they méntioned very ridiculsusly in the 1@’&1?’
that the supplies had hoen grcatlaraincmhud_, our produstion is .'
inereascd, w can not fncremse your allseation. |

Of sourso, the #llosation he may have may diffew from

allseations to otha souvees, I don't knew.,

-
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The Chatrman: ‘Thank you,

_a.ﬁtlonnﬁ,'#ou;qnyy:hqud here this merning the story
that prompted ﬁp tafwrit¢‘tu every member of this Couneil and
urgi his attgndnnce at-ﬁhis_miating;r |

I think that request has been fully JuptifiedelI-hhvé
been very mu@h pluasqd at the fine reaponse ind_attehdgnee
of the Gouncil at this meeting.

1 r§603nizé the faet that sinee we last mﬁt here on the

fiftaanth of April, that we have gono through a’ pariod, and

'that there were many dire pradietiona a8 to what was going

to happen to the petroleum produst users of the country during
the reeent months. | -

I ﬁhinkby reason 6f the performance of the industry,
that & great deal of that}anxiety and . tension has been displayed,
thut by é feeling of eonfidence we have gone through a eritieal
tima, and that the roaponsibility to the people of the eountry
has been more than mnt.

Our preblems h&ve not all beon solved. . They are still

' with us, You have heard them here this morning, heard thom

expresaed 1n roaiintie fashion, and underatandable languago.

It ueems to me that every mlmber of this Counoll must be

-'1mpressed with the nceessity of eur being on guard.

These problems_aru_aritiealgg We muat leok for full

#1bility whieh lu#ks_and 1oomqi1nuthn'futare,r1n~the Ammediate
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future. |

I am very glad that Secretary Krug has had the opportu-
nity'to sit in with us this morning, and to have the benefit
of this discusalon.

It has been impressive as to what he had in mind when his
Counell was created, and Justifioation'of that objective,ws
are héfé, ﬂr.'Seerebary, heve eome to Washington in a Jaiy
period whcn-Many people are not anxioﬁs to eome, but we are
here to indiocate our full deaire as s great Amerioan industry
to fendcr every cooperation to our Government,

I know the members of the Council should be very plcased

SO have any massage rrom you.

,:j \\ Seoretq_z Krugs Thank you, Mr. Chairman. |

Gontlemen, I, too; am very grateful and also vory muoh
1mpressed by the oxeellont attcndanae this hot July morning in
Waahington. | | |

T ———

The Couneil 1s to be commended for taking its reapon~

8ibillities so seriousaly.

-1

‘I-waaialso very much impressed by the fine presentation

Admirel Foster and General Larkin and Colonel Draké, as'ﬁo
wﬁat 1s being done to meet these military requirements, and
what must be done in the future if'thé'induatry 18 goihg-ta
do this vitally important Job.

Your Chairman and I were taiking about it during the

presentation. It seemed to both of us’ that- We are rually

-
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getting down to facing realitiea and doing aomething abeut it,
and that 15 the way this 1ndustry performad miraclca during
the war, and that 1s the way you ars going to do the Job whieh
lles shead.

1 think thease oommittees tﬁnt have wcrkhd_so hard to that
end"aﬁem a hearty vote of tﬁanka?s. not only from the industry,
but from the entive céuntryi'

R
!
; 7 A

I lmow 1f the problams are not rasolved 1t will be-%htt

the committees or the leaderahip on thenme committue% and they

have performed excellontly; howe&arfyi think it 18 perfectly
elear to all of us that we are facing an extremnly eritical -
period.

I don't know how much has been told you about the military
and the international picture here this morning, and I dontt
preténd to be an expert in it, but I ean tell you a11 I:Eh$w
abeut it in a few: words. - That fhere 1sn't anybody in this

country, 1 don't aare whare he sits, will tell you whether .

~ there will be g war or not,  There is one bilg group whieh

‘advoeates for the possibllity of an immadiate'war because

Russia can't hold mueh together ﬁt homé; there 18 another
oqually wi;a,and experlienced group who fegla strongly that
Russla 1slb1urf1ng, and that if we continue to st&ﬂd‘firm,
there Will be no war., |

T have liétined to the-éxpofté_in bbth:grqups, and:I

think you would share with pe a fealing that thera 18 no
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possible way of Imowing.

In that event, ell we ean hope_ta dﬁ?s be‘fuﬂb’prlplrid_
at home, just as strong as we know how to make ourselves. :

With that eritical ﬁi%uitiun faeing us -a-ﬁnd'it is
going tbrgo on, eertainly, for a periesd Qf—montha‘;ﬁ 1t 1e
going to be canfﬁuﬁd by all sorts'or_intqrnutianal\ruuara,
and domestle rumors, that are inherent in that kind of a situa-
tinn.

We also face here at home one of the most trylng periods,
the eloetian of many new candidates for high governmental
offices, and during thet a&mpnign there'wili be many hot iluuaaﬁ?
and perhaps on many of- tham members of this Couneil will
violently disagree --—1t 15 rumored. -- by am sure that ir all
of you were-nemocrata,‘there.wauld*ntill be Bome violent.diaaQ
greements amongst you. |

(Laughtor)

It 18 rumored around 8 little bit that a fow of you are
Republicans, .

As a matter of fact, I think T saw our handsome chalrman
pounding a gavel not long 2go, and he did a very able job.

{Leughter)

ALl I want to say st this time, let's not let the inter-
national disturbances or the domestle on;s econfuse the job
that this Counelil ean and must do. If you get sors at me,

that ia 21l right, but let's keep that out of the Counell room.
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If you get sore with one another, don't lat it affect
the vital worlk of these comuittees.
Just the other day, your chalyman s8¢t up & new eommittee
rto Work on natienal oil policy. I ean't think of anything
morg'impartént,- I would hate to have thlt Gommittes's work

Influenced in any way by the national difficulties of the

months ahead.

"I think you all know that Max Ball has been anxious to

/,rosign roﬁ'mnny montha, He has been imploring:your chalrman

-f to work with me in finding a auitablé'POplqoemnnt,ibut in

é view of the difficulties that we arg*f&aing, I have preetiscal-
grly‘drafted him to stuy"ﬁnduring-thiﬂ ‘aritical time., While he
hasn't definitely gald "yes", I fepl strongly that 1f the
council feels thi‘way I do about it, that Max will stay with

us and pet us through ‘8- difficult peried, when oertninly, the

. work of thia CQunpii and 1ts committee will be mll-important.

4. “(Applaume.)

T hope that means, Mr. Chalrman, that you will get a
resolution from the Counéll to put the handsome little fellow
right on the spot. :

.The Chairman: I think you. hnvn got him right there.

g;nllanggzﬁgggg Now, thore will be, of- eaurue, in the

future, these recurrent problsma,aaa outlined by,Admirnl

i
E

Foster and General Larkin.

I do hope that the very suggestions made here this morning
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""" {Applause.)
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will be taken seriously by all of you leaders ih the industry,
aﬁﬂ.th;p in the douple Ff months ahead, where We need a new
burst of'enepurngomi;t, that we ean do the job this way:

we wWill find a prompt and ready response to thess vital orders
for miiitary fusls: . I kmew that Colonel Drake will sontinue
to put his enthusiasm; all of our people will cooperate, I

am hopefil,Admiral and General; that you uiil have that pleture
looking better in a shert period 9f7t1m$:

I don't even want, this morning, to speculate on the
future of oil demand and supdly, but I think all of you know
that we need more oiig—wa;ﬁuht get 1t, snd I think through
the various measures that mre under way in this Council now,
by getting mere steel, by getting greater ccoparation between

units eof the industry, greater cooperation batwddh.induﬂtfy

dnd Qovernment, we will eontinue to expand the supply.

Keep up the remirkable reesrd of the first six months of
this year, |

1 sppreciste this chande to say & few words to the
Gouneil. - |

The Cheirmsnt I do want to say before you-leave,;dbaut
that report, sbout my having to Spend some time over &t
Fhiladelphie, 1s extremely exaggernted. The truth is, I
wes trying to make Max Ball stay on and finish thie job.

Seovetary Krug: Thank you. You have spparently
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susceeded, and I appreciste it. .

The Chairman: The work of this Councll has been

‘aucaessful in-greaﬁ mezsure beshuse of the splendid coopera~

tion we have had with the Direetor of the 011l and Gas
Pivinslon.

We had a man who lmew our problems; who lookedat them
from a fair gnd impartial standpoint, and it has seemed to me,
as events-hgva moved along, that we could 111?afford to lose

that sonnection whieh meant so much to the success of this

‘effort which we have been mukiﬂgz_to coopetate in & suscess-

ful and satisfactory manner with our Government.

Hl;'ﬂhll has impressed upon every member cof this Couneil

- has complete fairness, his seope of understanding of every

problem, and it has been most gratifying to have him appear
in many instences as & witness before the committees of

Congress; because he has been competent to %1l the atory of

the achlevements of the petroiaum industry, and tell the

atorylin a way that commended the industry which we repressent.
It was the happiest news that I have'had for & long ﬁhilo,
Max told me this morning that he had finally arranged to
remaln in his present posiﬁiaﬁ?ﬁhﬁil after the next meeting
of the Couneil, and T didnt tell him just exsctly wen that
would be. ‘

* (Applause)

The Chatirmen: Mr. Ball?
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Mr. Ball: @entlemen, all this doesn't quite have me
weeping, but 1%t does have me wiping_ﬁw no;e,'

(Laughter) |

Robody eould have said about him what Walter has sald,

the Secretary has saild, and what pu in effect have said,

and what you have been saying to me, without being very deeply
touched by it,
I am under the spell of certaln necessities that I have

told you before. A man ean't walk off and leave his business

more than a certain length of time and have any econsulting

business to do, I have stretched that to what I think is
the ultimate 1imit of the last destiny, but I told Walter,
and Itold the Zeerestary fhia mornihg, that I would stretch it
enough further to ﬁtay through the next Couneil.mucting.

I did specify to Walter yesterday that 1f I considered
such a thing he would have to agree to put the Councll meeting
at the normal tim‘e_. _,--in the month of Oetober, and not at the end
of the month-ai this meeting eame. ‘The normal time would be
th§ fourteenth.

(Laughter)

I can roreleq~tﬁat between then and now that there will
be pressure to have me stay until after election, stay until
after the administration ohanges, 1f there is going to be &
ehange; or at least until after théfinauguration.

I hope you won't expect’ that of me, that you won't expéot
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me to stay beysnd the period that I am now fixing, which Will

‘be ahortly'afﬁe?,ﬁha next meeting of the Councll in Oectoher,

The period of time between then and the reconvening of
the new Congress will not be too long. The period of time

between then and the 1nauguration'will not be more than a

- few months, and I hope that by that time, by the time of the

next Counecll meeting, I hope this extgnsion of my time is
not going to less#en by one bit the effort that Couneil and
i1ts commlttee have been haking to find & succassor.

I would like very muech to aee this Job upgraded when I
leave, by having a better man than I am cdma in and take it.
I belleve so thoroughly in the thing we are doing together
that I hbpe you are golng to go out and find a man who will
upgrade thls Job so0 it ean be done better than it has been
done;

And T hom you will not let down one minute in your
efforts, because if you ¢an find that man between now and the
middle of October, I will be very happy to step aside of
his path.

If thers should be a gap between my leaving and'#nothrr
man coming in, I have no apprehsnslioen abnut that beceuse we
have in the 011 ahq Gas Division a eonslstent gentleman in
Robert E, Friedman, who, if you folks only knew it, and he
only admitted 1t, is perfectly eapable of waking an excellent-
?1rector of the 01l and Gas Divisien, But—th§ chlef 4iffi-

A
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culty 1s'that_when I talk to him about it, the possibility of

trying to get him considered for it, he says aloud end a firm
"no™ that he, in his own opinion, is not yet a qualified
candidate for the directorship. N

That 5 not the only thing on which Bob and X differ,

One of Bob's great values 1s that he is never 2 “yes" mang

‘&nd because he differs with me from day to day on iaﬁs of

- things, he haa kept me frem'making & lot of wrong decisions

and making lots of wrong moves, and saylng the wrong thing

on many ocossions, and he hag 2ls0 initiated many of the things

that during my piriﬂd as oll and gas d;ﬁoetpr, I'havh gotten
oredit for. |

That 1s something that I think yeu should Enows that a
great deal more aoredit for the way this Jab has been done,
the job that you like as you have indieated, should go to
Bob Friedman, _ |

However, all that may be, but I will be with you for one
more Council meetlng. |

| Thank you.

(Apﬁlauae;)

The Chairmen: Mr. H111? |

Hr, Hiila Hr, chlirnan,-with-his-eharueterihtie modesty,
I knﬁw.uith gree 'sineority, in hopes that th1§=30b=n111 be
upgraded nnd-his-au@eaauor nlmnd;1but I know that I speak for

every one in this Council when we say to him that his service
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&nd his name will be rememberad as an example of the very
highest quality of davoted public service that the man orrordd
to hiscountry.

| He has brought not only a very_high degréee of promptnusé
to hie position, by the fairness and thé tolerance, and his

great earnestness; he has gilven & asonfidence to the voice of

the Goernment, and he has been & great influence in this

Couneil,

I osan assure him that his example hére, and his leader-
ship here, will be something that we will always cherish, and
will always be highly valued by those of us who have served,

(Applause.,) | - |

Hr;=uajow§k1: The speech oﬁsﬁﬁ to be writen up end
att&ched £n=thgt antipoll. tax measure whieﬁ.ia béing censidered
by Congress. |

| I would like to =mee doorgc-put.it in reaolution :qrm.

Seriocusly apeaking, commending not only Max Ball, bﬁt also
his verﬁveapable-nasiatqnt that he 80 wall acknowledged the
ndrvtoe-af{\l think,.Geérgo,-irsyou-willzmakm that a resolu~
tion of,aﬁpreeiqtion! X thinkfﬁe'pught to puﬁ'it on-the record

of this Council fofevar, as to what we think, Then, Nax has

four grandehildren, and bhgt=w111.hpqﬂnmthing=ror‘thomﬁtc'ﬂce‘

. I second George's motien for-the resolution.
(Laughter)
The Chalrmsnt Hgt;qnéia*nra&ruq.~?
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Couneil will now resess until 2115.
(Whereupen, at 12=#§:p;n.5 a recess was teken until

2115 p.m., this seme day.)

-ﬂnq-
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‘Papeun L " APTERNOON SESSION
Nelen 1
_ o , The hoaring reconvened at 2115 o'elock p.m., upen the
| Interler S . -
¢ expiration of the recess.
The Chairman. “The counci] will be in order.
Gentlemen, I am very glad to be able to repert to you
that Mr. James, whe hed a slight attack of 1llness here this
morning while presenting the report of the Liguified
Petreleum.ﬂén Committee, seems to be coming along fine, The
doctor indicated a slight attack of indigezt-ion.. I thought
it would be Ver”pleasingmtd you to know that he 1s all right
and ia going back hoﬁe'th1£=artérnoana
He asked me to express his regrets that-the situation
arose, but that is sonéthing that none of us cen help.
Mr. Russell Brawn, &8 chsirman of the Committee on
Petroleum Iﬁdﬁstry Steel Requlrements, has-preparad an
additional pregrogﬁ report in cennection with the important
matter of steel allocaticn, and I would appreciate it if Mr.
Brown might present his report to the council at this time,
I think it tles in very elonely with the critical
preblens welhave been discussing here this morning.
W 7 | Nr, Brawn,'We_weuld'be vory heppy to hear from ydu at
 this time. |
Mr, RuSseli Brown, Mr;lchairnan,'thin wil;knat be &
committee report, but simply a repert er‘the chairman_gg'thu

sommittes sittingﬂhoréfeblarving for the cemmitiee.



‘The detailed report on the industry‘s_ntool requirements,
prepared by the Natienal Petroleum ceuncil'u Committee on
Petroleoum Iﬁdultry Steel Requirements, waa”completod in
March of this year, It was submitted to the Depariment of

“the Interior on March 16, 1948, and ferwarded to the ﬁepartnlnt
of Commerce. It was presented te the council si the April 15,
l?#B'haeting‘and‘wai'adopted'by'tha council en thnt'dgte;

The dnf310pmonts'since the April 15th meeting ef the ceuncil
are briqfly summarized as follows; |

At the eutset it should be understood thet the council's
committee on Petroleum Industry Steel Requirements hasf&cﬁea only

sz e fact finding group Ea estimate the steel needs of the
petréleﬁm industry, &s requested by the 011 &nd Gés'Divi61en
of the Depsrtment of the Interier, The comnittee:hAl.no
responsinilities regafding the formulation or sdoption of any
program of voluntary &llocation of materiais, | |

With the exception of certain supplemental information

. fupnished in suppert of its estimates, the committes has not

| participated formally in any of the activities relsting to

| vbluntary agreéments in cennoctioh with the steel needs of

the industry. The consideration and negoetlation of propessd

agreements hes been entirely a matter of concern by government

sgencies and respresentatives of the steel industry. The
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committee has noet been called upon for any edvice in comnec-
tionwith these natteru.-ll

In thé;.connaetinn I want %o step here to say that the
Department of Interior, Oil and Gas Division, Max Paul and
his assaclates, have been very, very he1pful and have been
very constant on pressing the steel situation with the
Departuent  of COmmérce; and the Department of Commerce, I
think, hes besn doing a very useful work there,

The results are scmething that we will have to sppreaise
later.

The coumittee's report, as submitted in March of this
year, showed a tetal estimsted stesl requirement for all
branchoé of the industry amounting to 10,381,000 tons on an
annual basis for all steel mill preducts for all breanches of
| the industry. |

This regquirement inoluded'all direct and 1ndiract needs
for material snd equipment containing steel whether this steel
was shipped direct frem the mill to the induatry, as in the
case of certain tubular requirementa, or whether the material
reached the industry indirectly through suppliers and fabri-

" cators in the form of finished material and eguipment.

Included in the tetal.indﬁutry's requirements was a_figuro
of 216,200 tons for the gonshﬁﬁctioﬁ of railroad tank cars,

A voluntary-agreonént'was.already in operation covering

freight carﬁ:and,~1fithi§;quanhity ts deducted from the
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| industry's total needs, the remaining requiresment equals
10,164,806'tons oﬁian anhusl basis,

As of this date ﬁhoro:is'no voluntary agreement in effect
for sﬁpplying'the indﬁdtry's steel needs, with the exeeption
of tﬁe ahove-mentibned rpaight cRr Program which was in
eperation prier %o this committee's report. The Department of
Commerce, however, has announced £wo proposed plens for the
voluntary allocation of steal as follows:
| A = A propeosed plan for the voluntary allocation

of steel to oll rleld tanks and surface production

equipment including separators, heaters, emulslon
- treaters, etc,, This proposad plan would provide

16,529 tons per month for this equipment, or a total

of approximately 200,000 tons on an’ahnual basis,

This plan 1s scheduled for public hearing on Auguset

4, 1948.

B - A propesed plan for the voluntary allecation
of steel for frelght-carrying barges and tawing

vessels (both wet and dry cargo barges). This plan

would provide approximately 20,000 tons of steel

preducts monthly, or about 240,000 tons ¢n an snnual
ﬁaniﬁ. The petroleum barge requirements, as set forth
in this cemmittee's report, amounted to 212,700 tons Oﬁ
an anﬁual baﬁia-wh;ch would not 1&61&&9,‘Qf couree, dry

carge barges or b&fﬁes used by other industries, This
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propasod plan il aahodulad for aublic hearing nn':
. Augult 5, 19118
| Tha twa prnpe-alu autlined abeve eevaring surfnco pro—
auetien squipment and bargel deal with a 11ttle avor rour
hunérod ‘thousznd tnns of stael or approxinately four parGOnt
“of the :I.nduatry's t@tal steel needs. R

In additien or the twa ahove prnpoaalu, it 1s undorstoad
that a propaaed plan for tha allscation af ateel rar tankors
is being fermulated. The tanker roquiramnnts, as let rorth
in thie eahsittﬁe's’ropert, amounted to 247,200 tonl on_an
annual besis, or a 1ittle less than two and one-half porcant
of the 1ndustry'a tatal steel needs, | |

Acc@rding te the Dopartmont of cemnsrce, aurveya are being
c@nductad by that departunnt with 2 view taward abtaining
further 1nferuatian on uteol requiroments for atorago tanku
covering bath the tanks used by the industry as woll as rarm
and hene ltoru;o tanku With the canpletien ef thena survoyt,
eonuideration will ba givon ta a p@llible voluntary agrqomnnt
to previdc steel rer petroloum tanka.

Approminatoly firty percent of tho 1nauatry'a total steel
roquirenent:, aa alt rarth 1n this c@nnittea'a report, wers
for tu?ular goads 1ne1ud;ng 011 Country Geodu‘(ealing,
tnbing,and dpiil pipo)jand'Liné“Pipe feor beth.eil #hﬁ
naturael gos., L R | o

Theaa tubular requirenenta have heon the lubject »f
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considerable atudy and discussion by'the Commerce Doplrtmanﬁ.
and'repreaentdbiveu of the steel induutry. No plan for
‘voluntary allocatien of these goods has been apﬁroved by the
Steel Products Advisory Committee to the Commerce Dopirtment.

Acécrding to the Cnmnercé Depertment releases, the
failure te adept'any plan as yet for the voluntery allocation
~ of steel for tubular goede 1s besed on the assumption by
represantatives of the steel industfy that present productlen
of these materials is at a nax;num and they feel that a
voluntary agreogont would serve no.unaful purposé,

In this conniction it should be noted thet the represen-
tativéa of the nteel induitry have staped that the current
output of oil country goods wili bes at a rate of approximately
1,600,000 tens per jear. Phis would be approximﬁtely equal
to the‘eutinatod :equireﬁantu of American companies in the
United 3tates 2nd abroed and would represent an increase of
forty~five percent over the 19#6.volnns and rifteen percent
greater than the 1947 cutput, |

In ﬁﬁ; éaue 6f iine‘pipa, the planned annual rate of
:‘productien equals 1,725,000 tons per year which is almost
eighty percent 1argef than 1946 an& :orty*raur peroent'abovo
tha’lghTIﬁrodueﬁionfate, but far below the industry's
current needs, ” ‘

It is apparent'that ﬁhe ﬁatroleun 1hdua£ry's.incroased

needs far“tuhular goods have been recognized by the steel
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| 1ndustry'anda-:uﬁrﬁﬁﬁ%i&liy5iarsur fetai ténﬁageFiu:hqing*
mide“niailabie evsﬁﬂthéﬁshxﬁé:voluntarﬁ:allecatianfplunwisain
- effect er under iumcdiate c¢ﬁuidera£1§h.

In connecticn with the dlstributien of tubwler goods,
tho-fbliaWingfsiatemént appians iﬁ a reisaae-of July'éd, 1948,
of ths-Depﬁrtﬁeﬁﬁ of Gﬁmmércb,-cemmenting bn a meeting of the
Steel Products Advisery Committee: -

"In connection with & preoposal that the steel -
:1ndul£ry‘c¢nsidbr . voluntary agreement to rgquira o
"cartificatidn.ér usage by purchasers of oll country -
.gﬁedsi‘thd‘cammittéo expressed the view that !'the steel

industry cannct supsrvise the ultimate diutriﬂutianﬁ -

and use of oll country goods once the material passes into

the hands of censumers'.,”

In cenclusion 1t.wouldiappoarrthat the voluntary agree-~
ments new under censi&ération.fer the allecatien of steel to
the petreleum industry cever a relatively small pertion ef
thﬂ-induatry'n tota1-staa1 needs, Altiiough & substantial
incresse in Qtael-for tubular\geadsiﬂill be provided whether
or not &n agreement is formulated for these materials, the
vepresentatives of the stesl industry have expressed an -
unwillingnoﬁa,te-incﬁrpefata any provisiens in a veluntafy
agruemon#,ﬂealdng'withrthé aiatributian-af_theag'atepl T
materials

I understand there ars some further negotiations in the
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Department of Cumnﬁrce-an to seme of the other segments of
our steel requirements.

I understand that Mr, Hahn will probably be here before
this council meeting &nd can probahly bring us down to date
on that,

There is this to be said, thet it may cause the committee
to have to reconvene at same'futura time. You must remember
that our chart wae to keep on a continuing basis, At the time
we Qtartod sur work we asked for an estimate of the productien
requirement= and based our entire steel estimate on that
estimate of preoduction,

We have now reached that. We estimate we would need to
Arill this year approximately 27,500 wells, or about 130 mile
feet of hols, At the rate we are geing, we will probablj
drill more, We will probsbly drill nearer forty thuouaand
wells, and the evidence now is that we will drill considembly
more then 130 mile feet of heole.

. The Chairman, Before anking Dor any comment of the
mémﬁera of the council, I would like to call upén Mr, Bowman,
of the Department of Commerce, for any-ebﬁientu he wishes to
make 1n'connectienrw;ph,Hr.rsrwwn'a_Supplempntary'report, |

Wilﬁz&eu 6amo up here, Mr, Béwman, so that everybedy
will be able to hear you?

_VMr, Bowman, Yes, |
T ém acting as a2 pinch hitﬁerias'nyigood friend Russell
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Brown has stolen all mylthnndor; He'haslﬁgld you all thed |
story, and ﬁhgre‘isn't_mudh mors for us to say, perhaps.

You mey be.inﬁefented in knowing that there are Just two
of us over there in Commerce who are acting as your agents
in attempting to get steel for petroleum. We are rather out-
numbered, but our whole interest is really yours, We are
sincerely.inﬁerestad in getting steel to increase the flow,

I know that is what you psople want ,

Mr, Brown hés Just mentioned the projects that we have,
In connectlon with a survey of them here, what we attempted
to do wae to take the requirements as presented by the council
and make a breakdown into small plecea, Ten million tons of
steel In the steel industry 1n one plece l1ls likely to causze
a 1little indigestion, so we decided 1t might be a little more
digebtablq 1f we broke 1t down itorsmaller bits.

We have attempted to do that,

The oil qduntry goods, as you know, are gntimatod in
production at sbout one millicen-elx a year, which 1is
reasénably in balance with the requirements. Line pipe 1s the
sore question, The story is that the steel Industry pdoduction
in the mi;ls,is about 1,725,000 as compared with upwards of
fdﬁr milllon 1n.yeur requirements,

New, 1t ian't.caming close to meetlng your needs, But 1if
the atories are ﬁrue; the pipe mills are running at full

capaclty and'thbre isn't much that can be done beyond that.
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We have heard atorles, as I presune y9u~have, thet th®

pipe mills are not running at £ull capecity. If thet iz true,
then 1t is a matter of ceﬁ;;ruian to plate to faod the mills
to make more pipe;A

Now, we hope te have a clear pietﬁre--on that very shortly,
If A, 0, Smith snd Coneolidated@ Fipe are not running full
time on pipe production, it will then be a question of attémpt-
.ing to persuade the stesl industry to divert more g£901 to
plpe making.

Our capacity, as you undarstanq; 1s simply one of per-
suasiveness, We have no authority, Our job ies to try to get
the facts and then persuade the steel industry to undngrito
1t, It 1s not a very satisfactory jJob, We have not had a
repbrﬁlthat I think.yeu gentlompﬁ-are going to threw your
| hats in the air abeut,. ‘

I Just do want to say that we are doing everything we
can to get cleafly before the gteél industry the urgehcy of
steel for petroleum production, I thinkfwa are doing that,
ﬁThay do*khaw the facﬁa and-they-havefundarwrittan a few
 programs .

Russell Brewn mentioned_the car prograﬁ_which we have
new. We have barges cqmihg up next week, also wellhead
equipment. We are gcﬁting a tanker program underway. We are
meking a survey new of tankage steel; thet is, in the fi&ld,
pipe line, rorinorj, bulk aﬁatians, terminals, and aluo the

other categéry of the smaliffankhge‘ferfhohe starage;‘fabM“
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storage, LP@; and so ferth.

We are getiing those together, and iittle by 1ittle I
fhihk we are sneaking u?,dﬁ'it, |

I am speaking verj frankly te you now, but these are the
facts, and I can assure you this, that we are thoroughly
earneét in our effbrts to get you what we belleve you need,

This little summary that we have,ﬁade up, I am afraid I
did not bring encugh of them, but if you genﬁlamen have a
question which I cen enswer, I will be delighted to try to
do BoO,

‘Tha Chalrman. Mr, Jaccbeen, 4

Mr, Jacobsen; I would like to ask semething, and I dontt
know whether you can answer it, .

That 1;: If 1t 18 a fact that the manufacture of o1l
coeuntry goods 1is ﬁractically in balance with our needs, oOr
perhaps éven a little bit larger, why does mo much of it
get into the pgray market?

Now, we placed our orders with the steel mills and we
cannot get deiivery. They will take an orderlfor delivery
elght months hence end then 2 menth later they will cencel -
half of 1t. We cannet get half of our requirements from the
fegular plpe mills froem whom we have bheen buying pipe these
meny yeafls,

Then all sorts of people, who are net in the busin;aﬂ at

all, come and see us and'eall us up anvthe”'ﬁhone and if we
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want to buy the pipe we havo to pay & premium of one hundrod
percent, or eVen twa hundred porcont over the price.

I notice here that the steel 1nduatry gave us 2 very
nice brush off in this report that is quoted in Mr, Brown's
repert, where-the comﬁittee of the steel industry said; n

"The steel industry cannot supervise the ultimate
diutributian and use of ¢il country goods once the
metarial passes into the hands of the consumers,”

Certainly they cannot, but hew 1s 1t that 1t does not get
inte the hands of the censumers? If it got into the hands of
the consumers there Weuldn't-;e any kick 1f they are meking
all we need, |

But hew does it happen that it gets Iinte the hands of the
gray marketeers? 'Thoy are 2ll serts of people ﬁho are not
in that line qf business at all, How can they get the pipe
when the rest of us cannet? All we have to do is to pay a
ppemium of one hundred or two hundred percent and then we cen
get 1t,

-Thﬁ cgairman.- I assume you are directing this question
te Russell Brown as well as to MNr. Bowman?

Mr., Jacobsen, I sm directing the questicn to anyone
who can answer 1t, you included. I just want to imow how,

(Laughter) .,

Mr, Bowmen,: I am sérry thc;sﬁéel industry is net repre-

sented here because I would want' thew to answer that questien,
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Mr, Hehn and I were v0ry urgent to havo a certification
put in, It doces net uenm {; me 1t weuld require placing |
replies on the part of the steel industry, If they had a
sertificate which simply stated the end use to cover that,
1t would be protected against this very thing you are talking
gbout, |

New, they are under a cloud at the moment.

Mr. Jaeabson; Yes, but what I would likc to knaw 1s
hEW'do§5 the pipe get inte the hends of all these funny
broksrs?

Mr, Bowman, I am sbfry; I cannot answer that,

Hr; Jacocbren., But they can get 1t apparently,

Mr. Russell Brown. Mr, Cheirman, I think that is an
entirely appropriate question. I asked it so many times
myself. Abeut the only difference is that I asked: Heow in
the hell, instead aflhew in the devil,

We as an associatien end not as the chairman of this
committee submitted to the steel pecple what we thought was
e simple way of avolding the very thing you are'tﬁlking about,
and that 1ag |

(A) That they veluntarily allocate sufficient steel

to meintain all pipe line making racilifiea to full

capacity.

That they say they aré”dbihga"néybe they &re,. That, I

don't knew, but thet was net én‘unfoaaenable‘rohueat:
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(B) That they-valuntari;y adopt méthods of sale

" and Aistribution that would eradicate any gray market.

(e) That they coluntarily adoept methods of dis-
tributidn to make the supply avallable Onlﬁ to those
who cértify such gooﬁa for immediate use and net for
storage or rétail at premium prices,

(D) "Thet they voluntarily establish emergency
stocks of materiéls from priority delivered to operators
requiring such materiels for completion of successfui
exploratory wells,

We are simply stating, and as we tried to ergue with the
stesl people, that this (D) would simply mean that if eight
people started out to drill wildcat wells today they have to
have a string of cases to prove 1t.

Under this ayatom,_aince we nof more'than‘eight, we will
need a string of cases, One string of cases will serve all
elght, se theré will be a_great saving in stesl if they will
adopt that latter suggestion,

About the other-remark concerning the brush off, as 1
interpret it, they brushed off by saying that they are not
required to police consumption., I don't think anyone is
asking them-to do that, and I don't tﬁink they would be

required to do so 1f they would feed 1t into the normal

.channels of uaége.‘ It would flew naturally to the places of

econsumption., They would have no respensibility of taking care
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of thoir-n;uﬁi'aﬁatéﬁdrl;

Qn.thexoénzrary,we‘fina steel every place, in the mest
unsuspested places, every plece except in the field of
eﬁaratiﬂh, althéugh fiﬁhily-we gaﬁ 2 16t of steel,

-That‘ﬁauld seom te ﬁ& the snswer, that we get the steel,
But aﬁyﬁnq that talks tb_an aﬁerater and finds the dovious
metheds he'hna had %o empleoy te get that steel would gee the
bufden that is thrown em industry that ceuld have aimply
selved, | |

Of ssurse, part of the steel that they have ‘indicated
‘mikiug; a large prepertien, we think, is going ocutside of thn
Uhited:ﬁtatai; ;ha that of itsell weuld,he'deQQ§tod from our
Iect1 sﬁpp1y1 But answering yeur guestien directly, enly the
stos]l psaple can snswer that, And I have alse Ank&d-th&m
that, _ |

 Mr, Blsustein, When yeu submitted these suggestiens to
ﬁhﬁ steel pecple, what was thelr reply te that?

Hr. Ruspell ﬁruwn. Thie brush ﬁff“thaﬁiI Just referred
to. | | |

. mr, Blaustein, Did you ge further with it, or ngt?

My, ﬂusnail Brewn, As cheirmen of_thia-dumnitteq; iﬁ 1s
'natfmy function to as anythiﬁg exoept for‘eur ccamittee to
| iuhuus tlw faete an m aauecintim; I den't knew whote we
&ro.3&iﬂg;eﬁeopﬁfturthor. o |

© Mr. Blaustein, Is there anything thie committes could.de?
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It seems to me 1t 1s o vitel to the pleture,
- ﬁr. Chairman, is there anyphing this committee can do
with the atoél“indultry that might help? |

fha chairnah. M&. Bleustein, this cemmittee, of course,
‘VWas farméd at_ the request of the Director ef the 011 and Gas
Divisien to investigate the situatien of steel in the petroleum
1ndultry,' Thﬁt Jeb has besn done,

Now, as %o the expleration of the economic wealnesses of
the present system, I should doubt that the committee would
be empewered to go into that sphers, But ceftainly Mr, Brown
has an assoclation that would be quite interested in under-
taking to investigate that, éu far as 1t could,

As long as you are going te have consumers whd are willing
to pay these high prices yoﬁ will find somebody who will get
1% in devicus ways to supply it, It 1s the old law ef supply
and domand{

Mr. Blaustein, You feel, then, it iz ocutside of the
pr@vine@_of our committee to de anything?

The Chalrman. 'I th1nk it 1is outside of the province of
this committee, |

Mr, Russell Brown, I agree that it 1a'outsido-of-tho
provines of this cémmittq&, but I den't agree that it is out-
side of the provinece of this council;- That 1s different,

I think the council could empower the committes to do that.

The Chairman., Upen the request or'thé.gjﬁfdatry;;
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Mr. Russell BrOWp; 'That—is right, through the proper
channels. | .

I thinlk then a reasonaﬁle request of the steel industry
weuld bring them t0 a greater reeogﬁition of the necessity
of the law authorizing them-to superviss the diatributicn as
well as the manufacturer, |

S0 that 13 a part of the function under this law., - For
years a large part of the petroleum induatry heve advocated
voluntary agreements within the industry under the supervision
of some goverrnmental agency. Here 1s a law that recognizes
that for the first time in yeafs, end 1t seems to me that the
further use which the industry can make of that law 1s to
take cére of 1ts customer requirements, It seems to be not
aﬁ'ﬁnreaaunable request to ask our prineipal supplier to
acoordingly fit himself iInte such a program.

I take it that a werd from this council would go & long
way t# get it. _

Mr, Blaustein, It seems £0 me that this problem, then,
1f 1t were proposed to the secretary and if he would make &
request for the eouncil/ig something, that 1t might be an
appropriate and desirable thing.

The Chairman. We have Mr, Ball here at the moment, He
mey bi abie to say sonnthing‘about that, |

Mf;'Ball; Let me call your attentien to this; There

are two ways that business can originate in this council,
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One 1 an'fequeat of the Secretaryvef the Interior or the
Director of the 01l and Gas Division, but the other one =--
and the one I think should he used perhaps more than it 1s ~--
is that this council itself can originate business with the
appreval of tﬁe.Secretary or Director of the 01l and Gas
piv_isioni |
'. Anything this council wants to take up, if it receives

that approval in writing -« which I can give you in two
minutes -~ this council can take up.

Mr. Majewski, I think that 1s dangerous ground, myself,
Why sheuld this counell Investigate steel prices? Why
shouldn't the steel 1ndustry-1nveetigate gray market prilces
in the éil industry? I am'amazéd at lawyers like Senator
Hill here, who I was golng to say is resting, but he is
reclining comforpab;y:

(Laughter). |

I think we are Just oﬁt of bounde on this score, whether
it is on our own metlon, or whether 1t is con the motion of
the Dirsctor of thé 01l .gnd Gas Divisien. We have to quit talk-~
ing sbout the pricés being paid fcr steel, because they have
Just as much right rinding out whet is wrong with our prices,

Nr.-Jacdbsén.' I waan't aaking the Quéstion of the price
of steel, I was just curiéua to find out how steel which
cﬁnnet be bdught-directly can be bought from crooked brokers,

~

Nr, Majewski. That happens in our own renks, and 1 don't '
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want‘tﬁen-tp.ask,us abauﬁxit.i

Mr, Wilsen, Itqlkqd,hith~aano-papplg-with.regurdte
thia phonuéona, but I an’inre théyxragrot it and I-dén't
think we cught ﬁa get the idea frem the disculﬁion-tha; this
goes from the steel compaﬁies té the funny sources, .

in general,-practiéally g1l the steel starts down one
of the regular, ofdipary channels; but some place along th;t
channel there iz & weak link,.a men who is attracted by &

higher price, and it is diverted from the'fagular channel
into these other channels,

But in general we can beliefe the sssurance of the gﬁaal_
people that they do stert it dewn through their regulér S
customers,

But, of course, customer needs are mlways changing.

Sﬂne customer may have had a big demend in 1945 and he inlistﬁ
en getting 1t in 1946 and 1947, and he gets into the gray
market. That is what happens, and it 1z not steel er-any.
other industry that is to blame. |

| I am aleo kind of in agreemeht-with Barney that we have
seme gray market prices in our ¢ewn 1hdus#ry and then we have
to be a little careful, |

M. ¥i1l. Mr. Chairmen.

The Chairmen, Mr. H1l1, |

Nr: Hill, I hate te be jostled out of my pesition as

indicated by Barney, but I am his counsel. He has glven me
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a credit card to his ;téﬁiens.:

(L'aught-or)._. ' . |

| But I think he made a very wis; 6blorv9tian gbout this

being something utterly beyond our province, ’Thig is 2
mattir for the voluntary trade agreement under the Taft Act,
under the supervision of the Secretary of Commerce, and pro-
cedures to be volnntariiy esteblished for the allocation of
that product would have to be & part of their voluntary agree-
nent and proved by the Secreery of Commerce and the Departggnt
of Justice and then by the Praaident of the Uniited Sfates,
as 1n our case, |

You will hear shortly the repert about the atatus ef our
velﬂﬁtary‘aaroement, which 1is as yat.unappravgd; I den't
belleve that this 1is a matter that the council could riéhth
fully initiate, or lawfully initiate, s#nd I thinlk it deals
with a subject matter which 1s enly in the ares of veluntairy
agreement . |

Under the Taft Act that is largely in particular depart<
ments with respect to particuler commodities, and in the cese
under discussion it 1s largely in the Department of cémmprcag

I think thet where 1t-oan.ba dene in # practical way
other than thraugh'the activities of assoclations wauldlbc
for Mr. Ball to talk te,Mr‘.Harriman.and auggest—th% existence
ef-fﬁis preblem,

New, even in qur'snall operatiens I had Mr. So and S0 of
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the Savey Plaza call me long diatance and tell me thet I can
get whatever pipe I want at deliverles of four, six, eight,
ten or twelve weeks heﬁca from 2 named mill. And I got his
room number and I got his name, and in order te check and
double check I had him call my purchasing agent, I thought
the proper thing to 4o there was té egl) the raﬁresentativo
in Texas out'Of the mill this man purported to be getting his
supply from and tell him the hotel room number of the man and
that he was there physically present and put the monkey right
- square on his back,

But I think thet is perfectly outrageous end that twe
hundred percent is a modest excess charge that they now impowe
on these that are In a state of necesaity,

But, I believe that in talking about any other 1ndust§ylu
agreement, that we would have to proceed in accordance withi
the Taft law and through the department hesd who has juris-
diction.

Mr. Barten. Mr. Chairman, just to open this thing up, I
weuld like to know 1if, well, the larger companies, or smﬂller
companies, are undergoing the type of thing that we are.

I was told at the bogiﬁning of the month that we had a million
dollers worth of pipe on hand, that we were paying three dollars
for 1t, the price being $1,15,

I kmew on three occasione we have furnished three

different letters of credit ﬁith a2 quarter of a million dollars.
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Ehe%ﬁoys:wcée foelish oﬁeﬁgh~not‘ta require the other folks
to put'up'the-sama'thing,'but'1n;neithar'one of those cases
have we been able to get any pipe on that situation.

One of my banking friends in New York called me the other
day, snd T asked W where he wanted to ship his pips from, and
he said from fittsburgh.' He wented to make a contract for
several months,

We are having those things every day, and I am jJust
wondering 1if everybody else in the industry, particularly those
of us who are drilling wells, are having thﬁt same ftrouble,

Are you?

The Chairmen, I don't think so.

Mr, Barton, Well, yéu have besn fortunate, I am telling
you, I have always been 3¢ oppesed to black ﬁarketing‘and
ovaryﬁhing, except for liquor in the old days.

(Laughter)

This 18 the first time thet I have been subjected to it,
but 1t 1s Just terrible.

We think that our reguler suppliers are doing 2 fair jeb
withlus, but the great trouble of it i1s thet their allocations
are based on our previous experience.,’ Where you are drilling
moére wells, you are Juht 2.0.L., I imagine some other of us
in thiu"induﬁtry find that we héve leases that must be
deveidpoﬁ by & certain time with productien on particular

university leases in Texas, and it has just been the worst
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ﬁféblon that we have encountered since I have been in the
business, |
" Is that common experience?
~ The Cheirmen, As far as I kmow, 1t 1s pretiy common right
now, colanul; You might canvass the libnation-méro exten-
sively,
The question is upen the acceptance of Mr, Brown's report.

Mr, B. C, Graver, Mr. Chairmen, I was interested in page

2 of Mr. Brown's veport, Included in the total industry
requirements was the figuré of 216,200 tone for the construction
of railroaé tank cers, A voluntary agreement was alresdy in
operation covering freight cars, and if this quantity ie
deducted from the industry's total needs the remeining require-
ment squals so much, . |

I take 1t rr¢u thét tﬁat*this ;teel conmittee 1» neo longer
interested in seeing that stesl is required reg the\cbn~
ltruetian of tank cars. |

New, as you know, this veluntary agreement 1s for the
chp builders, and steel i3 being used for the censtructlon ef
‘boxcars, for gondolas, tank cers, for the chemical industry,

| melasses and alcohol ~~ which I think the Celonel will approve _

(Laughter)

But, nevertheless, 1t does mot veflect and it is thrown
inte & general pot, I.amJust wondering whether this steel

cemmittee of this council could not centinue its interest in
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sesing that 216,200 teﬁa of steel are allocated fer the con-
.struction of tank cars for the pstroleum industry. |

The Cheirmen, As I understand it, Mr. Graves, this
cemmittee 1s to continue its 1n£ereat in this whole subject.

Mr, B, C, Graves, It ioems to me they have Jjust taken
1t out ef their total and are relylng more or less on the
oDT,

I cast no reflection on the ODT, but I do know that the
oDT héu diverse interests,

This connectien, I understand todey that both the Army
and Naevy are making inquiries to build tank cars and are
in competition with the petroleum industry for the steel to
ﬁuild_tank cars ghat is duplication and thers should be scme
point of caeordinatioen.

I”beliqve thls committee should continue in seeing that
steel is previded for tank cars and when it 1s provided that
it 1is uﬁed for tank cars for the petroleum industry,
| | Mr. Russell Brown, In anawer to Mr. Graves, I want to
say that he probably misuhdgrlteﬁd.the repert because of the
: way 1t is worded, What I intended to say is that we made our
- estimate of the steel for the tank“carg, but there was an
agreemant 1n.efrect for 216,200 tons for car constructioﬁ,
and I took that out of the total, That left 10,164,800
téhq thet wés net covered vy aﬁy sgreement ,

That doss net mean that the other requirements of tank
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cars that hﬁ& ﬁsenﬁibt up should not bencentinuod Just the

same , and the total estimste we have in our steel is an
estimate of the requirggents;

| RBew, if you change the need feor tank cars, then that

weuld be the supplemental activity of the oommittee to so
state that., I know of no reason why it could not be done,

Mr, B, C, Graves, I Jjust wented %o call the attontjbn of
this committee to the fact that dally your supply of tank
éars 1s shrinking, and the construction of tank cars for the
petroleum industry 1le not keeping up.

It.il very vital, in my opinien, If the petroleum
industry wants fair transportation, aaméthing sore must be

done than what is indlcated by this report.A

The 0hé1rman+ I wender 1f‘£here is anyone here who is a
representative of the ODT who might be 1n£ereated in comment~-
ing upon Mr. Graves' suggestion.

Is there a rapr;adntativq of the Office of pofanae
Transportation here?

Br. Christians, Yes, Mr. Chairman,

Christians 1s my nemse, I think the ODT is making every
effort to get as much steel allocated feor ﬁﬁnk cars as the
other grﬁﬁps of railread squipneﬁtf

In connectilen with_ﬁhe statement about the Army's
inquiry fer twe hundred new tank cars, 1tfia our.und;rstanding

that represents a2 long-range pregram'or7réﬁlaeemqnts for the
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Krmy, .
Thsye=ia»g¢£ngftﬁfbe 1o special preference given to the
- construction of those cars, itvis'my undarstandihg,

In eother words, they are at the bettom of the list on the
ear=bu£1¢ing program,

The Chairmen, Thank yeu very much.

The qﬁa#tian in npﬁu tha‘aoeapﬁance af §r1 Brown's
repert., “

Mr, Ball, Qoing back to this thing that was being dis-
cussed n 1ittle while age, on tubular goods, thers are two: or
three angles te the thing.

One is that this question as to whether all tubuler goods
are heinu-uaia that can be uéao, which I think is a funda«
_nhnﬁal qnoatioﬁ, in a letter that the Secretary ofvcemgnrcﬁ
wﬁéﬁi-;o-tha-sueretary of the Interier about this whele
hntter under date 6f June 11, he said:

~ "There seems to be ne reasen to doubt that the
ata@l'inﬁultry will éeﬁtinue to supply the necessary
téﬁnﬁge-af plates and sheets tothe established pipe
nillﬁ‘ta sush exﬁont.aa 18 necessary for insuring
apofatienl et Tull capscity threugh 1948+49.“

Now, fenei$of th#t_yéur pipe mill capacity 1s the bettle=-
.niék,j‘But.thp neck ot'thé beﬁtlo is not s¢ small if they get

-Q#;ﬁghzqgiol,ﬁé kdgp thsﬁ‘épurguing to capacity,

Andfhdnglis-thm statement that theére seems to be no doubt
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~ that the&.will-gétfthétatannagb of plate and sheets,

Latebfiﬁ'thé*iattar the Secretary of Commerce concludes
frem that thet no %ﬁiﬁntary'agroement1s7nedosaary.

Now, in & reply under dats of June éo from the sicrofary
ef the Interier te the secréﬁary'ef Commerce, he ;aySs"

"Po avoid sny misunderstanding, I am of the
eﬁinion‘that the-:tee1 indﬂstry-ahduld be willing to
enter into g'véluntary'agreemnnt undér Public Law5395'
whereby the industry agrees that, barring unusual

* work stoppages and the like, 1t will produce meximum -

uquantities‘Of-éil country goods and will arrange for
the'nupply‘offtha-requirod'steél-milln products ﬁo
nonintegrated pipe mills for their production of

pige "

Perscnally, 1f the steel mills are supplying all the
pipe thet the pipe mills can use to keep them opefating'at
capaoiﬁﬁ, I ses no reasen'why—tﬁe industry sheuld not be
willing to enter into & voluntary agreement to do that.

And if, as we hear rumers, which we have verified, thny
are not aupplying the pipe mills with enough plates to keep
the pipe mills eperating at cspacity, then cemnnrce, or
scmeone, sheuld put additienal pressure on the steel industry
fo entéf'inﬁa'a voluntery agréomenﬁﬁte do 1%, and then to do
1t.

We intend te=keop?sugse%ting to Commeérce that they do
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fallaw'thraﬁgh3dnfﬁhat and either get a voluntary agreement
or sasure themselves positively that that plate is being ..
furnished to keep Ehe;ﬁipe.milia operating at capacity.:

Then there 1s the seéond'-uggestieh.&bout-what-happdﬁa
te the pipe after it is made, We in the 011 and Gas Division
have been impreesed by Russell Brown's suggestion, the IPAA
suggestion that the steel industry sﬁﬁuld deliver pipe only

on certification of immedlate use, meaning by immediate
within e reasonably zhort time. |

We think that in itself would at least greatly circum-
scribe the getting-of this pipe intc gray and black and other
coleradsmarkﬁts.. If pipe was going to be deliversd only to
pecple who certified that they had a need for it, after all,
when you get to the suppliers leavel, he knéwl pretty well
whether that certification 1= a cofraet one,'dr not. It does
not require policing, as I aee.it;' A1) 1t reﬁuirez is a.
certification to the supply house when the piﬁe i bought that
it 1is going to be used, .

That means fhat it is not in one case going to bhe laid in
leng-term inventory, or in the. other case, that 1% 1s an'going
to be turned nvér to semebedy, some 1ﬁtorm¢diary, adme‘brbker,
Who will proceed to peddle it ereund and get the highest
price he can get for it,

New, I say that we 1n 01l and Gas Divisien have been

impressed with that. So have Mr. Hahn and Mn;'BQWman,‘andfthqy
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have pressed the steel companiles to adopt some 2uch ceptifi-
cation plan,

At last count, the steel industry had given that a
complete brush off, s&-y'ing- they were not going to police what
happene,

But I happen to know th_at"neit.her- Mr. Hehn nor Mr. Bowman
is satisfied with that, and they are keeping at it. I hope
they come up with something on it and get something out of
the steel industry on 1it,

Mr, Hill, Mr, Chairman, ss I understand it, that letter
that said the steel Industry would furnish all of the plates
necessery for the rolling mills of the line pipe manufacturers--

M. Bell, That ts both,

Mr. Hi1l, Both tubular goods and line pipe?

Mr. Ball, Yes, |

Mr. HI1l, Well, I think 1t 15 & gise. of notoriocus
common public knowledge that in conrg‘cgmn with one of our
great pipe line systems they went Gt and bought the ingots
in order to get the commitment, tie get the sheets with which
the mills could rell the pipe a% thereby get a preference.

T think any n“b"nf_p“iale afe' gathering scrap and
shipping to get mome mort ef

Crﬁdit .

. Mr. Ball, Pref d . _
: 1. ererre };osi.t"._ian..

HI‘. Hill; -= On . the allms_ﬂn Qf tubulal’ goods. SQ 1t|

seems to me that. the Depfn"t“ﬁﬁ,'eg I'Cﬁﬂ_"“a if they knew of
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thﬂie facfs, ﬁauid nof feel that they were entitled to make
the assetion contained in the Secretary'a letter.

Mr. Ball, Now, Geerge, Af you have in mind the same pipe
line syatﬁm that I have, which 1is the former client of mino, in
order to get the pipe folled, A, 0. Smith, the ﬁiggest mill
in the country fer large dianatef pipe, was only running two
shifts,

Tﬁe Michiganéwiaconsin Pipe Line (ompany made a trade
with a stesl company to get billets, and then they found a
sleeper mill that could roll thaf into plate; 20 they gotl
thelir billets in.Doﬁr01a, they shipped theif plate to Granite
City, Illineil, and got the billets rolled into plate, and
then they shipped the plate up to A, O, Smith; and then A, O,
Smith puts on a third shift and uakés pipa:;.’-

Hewover, that deal was mado some meonthe ago.

I 40 not have any such tangible evidenée es that of things
going on new, but we do have rumers, and thosé rumors both
Commerce and we are trying to cheek up on to”iee whether the
Pips mills are actually being furninhéd plate to keep them
operating at capaclty as of now,’

We know they were not seme months ago. We don't lnow as
to now, )

Mr, Hill, The compeny I was talkiﬁg about was not the
Hiehigan¥W1scbnain Pipe Line.,’ There was gnether one,fa much

larger one,
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Mr. Russell,Brown, Iiﬁhink'we.sheuld pess on the
question, I hepe you will not pass eon it on the tone that
Barney left hore; Bafney'lﬁapility 1§ so good that he over~
persusdes a let of pecple. . |

.Thére was nothing sald to asking th&m to make an.agrec-
ment o6n the pricq; Barney put the_prieo ih their maﬁth,'
which left a bad teste, There wal_nething sald about price,

Mr, Majewskl. If you were not taikiné about price, I
will withdraw what I sald;

Mr. Russell Brown. I never mentiecned price,

Aneother thing, I certainly don't think a2 council o: this
size ought to zay to the steel indu;tfy that we are so gullty
oubselves that we are éfraid to ask them anything. |
| The Chalrmen. The question 1s upon the adOpﬁionor the
report. h

A1l in rgvar will indicate by saying éye.

(Genafal'r-uponse,'aye);

The Chalrman, Cgntrary, né?

(No response)
The Chairmen, The report is unanimously adopted,
Dr, Wilson, we will ask you to at this time represent
the progress of-th@'Voluﬁtary Petroleum Allocatien Agrgémnnts
Committee . |
| Mr.'Wilian.' Mr, Chairman, my committee made its report

at the iéat couneil medﬁing and 1t was understeod that after
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approval of our"ﬁopor£ hr the council 1t went to another
oaln;ttee;aﬁpointéd:by'thb'Sedretary.

The repert:ﬁimp;y auﬁiinod a method of voluntary agree-
ment, which we thought was as far as_the industry was willing
te and which we were willing to do if in view of the govern-
ment's desire for it, and the desire of many state orficiain
for it, that would be Justified,

The committee appointed by the‘secrstary included a good
many members of our committee, Mr, Bﬁrt.Graves was elected
chalirmen of that committes, Thét coﬁmittae, in turn, appeinted
- & drafting oopmittaa_tb pqt that into ianguago, with represen~
tatives ef the 01l and Gas Divisien and the Dapartment of

Justice, _

My own committee has had nothing further to do with 1t
and presumably wlll not until i1t comes back with the approval,
Then 1f the council wants us to undertake to implement it

With.districﬁ committeén and 8o forth,iwe can do so,

The chairnan. Mr.'Hdchuli; as chairman of the drafting
eamnittoe, we would like very much to have you bring uﬁ up
te the present, if you will, _

Mr. Hochull, Mpr, Chairman, after Mr. Wilson's committee
passed 1t to this cbﬁmitteq appointed by Captain érow, we had
a moeting on May 5 ard discussed it, trying teo get it in some
kind of shape te present,

It wes passed then to-a speclal drafting committee, the
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80-called Crew commiitee, now headed by M». Graves, and that
appreved the recsmmerdations of the Wilson committee with only
one dissenting vote,

The drafting committee then went to work to put it into
shape for an agreement that would meet with th;—apprbval of
the Depai-tﬁant of the Interior and Department of 'Jua_t,ic_e'.

' There were eleven men on that committee and #e Qorkéd to
get it in shape, during which time we had the help and a_dvica
of Mr, Friedmsn of the 01l and Gas Divisien,

Although we had neo ané from the Department of Justice
with us, we 4id confer with them at varicus times sd that we
would be sure not to be running up against something that might
moot With our total dlisappreoval in the manner in which we
ﬁrouented it, not in what we said or what we wanted,

. Aftof ﬁe-dréw this agreement up and presented it to al2
members of our drafting cqnnittaé, the vﬁta was unlnimouﬁly in
faevor of 1t. Tt was then submitted to Mr. Grave's committee
and approved by them with only two diusenting.vo;el. 1t
was then presented to the Department of the Interier, and on
June 18 a public hearing was held in this roem, at which
there were in atiendance some one hundred people,

The plan was considered for almﬂét a full day and then
.the Department of Interior tock the plan as submitted by the
cdnlitteo,_togathorwith the commente and recommendationa.nnde

at the hearing, end on July 9 presented it to ﬁhe Department of
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Justice in-sﬁbitantially the same shapes as it was prepared by
the drefting committee which undertook the job of putting it
in the shape in which this committes had approved it.

The Dbﬁartmonﬁ of Justice has had 1t since that time and
havé-pronisad.éh.éniwof momentarily. 'Thoy toid.ua this
mefniﬁg we ﬁiéﬁﬁ heve it before the days is over, We are

advised under unofficial advice that it probably will come
back rroi'thé Depertment of Justice substantlally as it was
reeaﬁnanded byHOur.coumittee}.

There will be a few chenges in wording, I beiieve,'fdr
purposes of clariricatian onlj; But we know éf‘no aubstantiﬁl-
changog £hat will be made,

| We ha#o the full cooperation of Department of Interior
and seme people from the Justice Depaftﬁent; When 1t was sent
to the Interior bapai-mnt and then to the Justice -Departﬁém
there were only two diasénting votes in thefindustry, aﬁd'wo
are sdvised that those people are still working agsinst us
over in the Juatiée Department. |

So we have reasen ﬁo believe that 1t will come back
- sometime sscon in about the shape th&t'we preﬁented it, which,
es I say, soms changes only for clarification purposes; |

We dan't believe there is any great pressing need for it
at the prenént time. We den't need that plan today or tomorrow,
but we would like to get it';o that 1t will be available to

ug when the need arises,
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Aa;yOu;knan.frqm¢ths.anrliar\presentation, the plan is
snh;tantially the same plan as we. functioned under last yoay
end whioh;qéeryonp seems to think will do this ceming year
if we have need for it., We hope we won't have n@ed :or it,
but if wocdo we would like to have the élan RO We can go right
te work.

I think we are safe in assuming that within the next
few days, perhaps & week or ten days at the most, we will have
a reply frem the Department of Justice, .

The‘chaiﬁman. Thank you very much,

Mr, Friedman, the Assistant Director of the 01l and Gas
Diviaian.

Mr, Ball, Apparently Mr. Friedman 1s not here right now,
and in his absence I will just supplement very hriarly what
Walter has aaid. _

The thing is in the hands of the Dcpartmenthﬂf Justice,
We have one of those bad breaks thst you semotimes have.

John Sonnet, who had heen Assistant Attornay General in
charge of tho Antitrust Division for a long time, and who had
gone through the last winter's consideration of the temporary
plan, was thoroughly familiaf.with the wheole thing. He had
| been 1n-uﬁ the formulation of the procedures under this 7
Public Law 395,‘not only faf this, but also for all the other .
agreements, |

'_He.ro!ignéd at Just the wrong time, Just whenrthiawthing
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wﬁl,reﬁﬁy'rér.quaftmpnt:ef-Justica consideration,

Mr, Sonnet left, snd with him left his assistant, John
H111, ﬁh6 some of you will remember as having met with us and
having baﬁticipated in ﬁiscuauiona of this council, The upshot
of that was that a new Assistant Attopney General had to be
appointeﬁ to.whau this whole thing was new and strange, and
& new asafstent to him, Riggs McConnell, a new assistant to
the Attorney General to Mr. Burgeson, and a new assistant to
Mr, MoConnell, | |

Thoy came In ahd,the whole-oducatihg process had to be
gene through agsain.

Unfortunately, we tried to get this thing through, snd
Rigge thonholl'and Watson Snyder did thoir best te'gnt if
tﬁreﬁgh for u& 20 that we ﬁould have sction in time to present
to this mebting today, But, unferfunately,'mr. Burgeson had
been away for several days in Bosten an&.he diﬂ.nét'get back
until lest night, He did net want anything dene witheut him
80 thoré the thing stands, They sald they weuld try to get
it over to us before the dayi-ia over, oOr, at—leaut;'get 2

'rnport en what they planned to do betprd the:day is over.

There are a couple of hours yetjgé 80 and maybe we will
get 1t, |

The Chairman, As Dr, Wilsen has indicatéd,fthin-agroca
mant-has‘hoon‘werked out within the-reéommendatianm-omﬁracaﬁ

in the Wilsen repert which was adopted at the last*maetingfaf
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the ‘council,  This is a processing of that recqmméﬁdation;
se I take 1t that thbre'is'ﬁo action, 30 far asa the council 1is
canéerned; fhat'sheuld'be-takan at this time, We are meraly
waiting'for'the govérnmental processes to complete the
approval of the voluﬁtﬁry adllocation agreement as approved by
that”co!nittoe'and.by the councll.,

Is' thére any other discussion in connection with this
matter? | |

Mr. Duke, ‘What I would like to add, Mr, Chairman,
is that 1f they are going ﬁo bringAback the few chariges that
we presume to be made by the Department of Justice, to whom
will they make those changes known?

The Chairman' Back to the Secretary of the Interier, I
assume., | _ o

Mr, Duke, Hill.yau send that back to the council?.

Mr. Ball. Ne, it need not go back to the council, If
the changes are purely of an 1nefféétual_natuperI-donlt think
there willlbe any nécesuity of raference t0 anybody, —But if |
there is any change of substantive nature at:all, then 1t will
have to go back to the Graves committee, the 011 Industry
Advisery Committee created under the Act.

Se far as discussions have gone, thers is nothing of such
a subaﬁﬁnﬁivo nature &3 will require. reference back eithér
to the Wilson committeae or thisrcouneil,ﬂ |

‘Mr. Peck, - Mr. Cheirman?
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The Chalrmen, Mr. Peck,

Mr, fé&ﬁ%j£; have listened with a great deal of interest
here today betgto the reports of the.military, the‘Navy; | [
@d 8o forth, and others, and there has been a further interest
to listen to the problems of the production end of the j
Industry in a manner in getting Bleel,

In thelr suggested requireﬁenta of the steel industry |
to see that they get theif fair share of the steel, and to see
that 1t getsa 1nto the right hands, 1f the same sincerity of
purpose 1s shown In druwing an allocation agreement to protect
tﬁose to whom our supply would be diverted in the event of a
sﬁortage, then I am sure there will be no trouble withiﬁ the
industry from the retail level to getting their-approvalﬁof

the agreément.q o _ _ : 5 : ﬁ

\
Thank you, gentlemen,

The Chairman. The 041 and Gas Division at our last -

meeting requested that the commﬂtee on petroleum production

and crude avallability should write a report up to the present
frem the report that was submitted a year ago, I.appointed

Ma jor Harday as the ch&{fman of that committee, and he 1s

~unable to be hers today,

In his absence, the report of the committes on petroleum
production and crude avallabllty will be presented by Mr,
Jim Brown,

Mr. Jim Brown, The report is made up with the full sub-
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cemmittee roportl-frem e;;h of the different districts.

In sunmariiing theae reports, and the estimates that
theae camnlttees have‘mada With regard to present production
and awillability over the next year, we find that they expect
'té?gttain-an avergee daily production by the middle of 1949
totaling 5,700,000 barrels a day,.

G;ing back to the laat report, the comittes in 1ts
yeport showed an actuai praduction at that tima:-— that was
'Jﬁst about a year age‘w— indicating an average of about
5,100,000 barrels dally as actual dally production at that
tiqy. They estimated on the basls of information they had
then +that the avallability of this industry was 5,271,000
barrels dailly, only about 170,000 barrels daily cushion =~
as I heve heard the werd today.

However, ths'éxpérienee has been that 1n the first -
quarter of 1648, using Burean of MNines figures, actual pro-
duction in that quarter was 5,347,000 harfals a day, nver-
76,000 barrels a day gfeatar than this committee estimated was
available when they wrote the report a'yéar-aga.

'Leu&ing agaln at Bureau of Mines figures, for the second
quarter of this year, which 1§~on1y & preliminary figure as
of the prement time, the &aily.production-is 5,500;000.

doing inte this ﬁemmittee's‘eatimgte as to future
abllity or availebility, it 1surunn1ng frem 5,567,000 estimated

in fie third guarter Of'thisfyear.on:up_to 5,700,000 barrels a
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day at the end of the sécena_halr of next year,

New,‘tho subaonmlittee rerﬁrts ge into soms detall as to
hew each subcommittee made 1tﬁ;ent1mgte. Brlefly reviewing
Diabriet I, they tell us thet thg producing ri@ldl in thet
are will just sbout offset the ﬁatural declinq, looking at the
yeaf ahead of us, and that d#'present all riélda ere up to
thelir maximum errieient.gradé, _ |

In District 2, the story 1s somewhat the same, although
they antidipatc‘an'inqreased production in the second quarter
of the next ycar.in District 2;_they find that all fields are
now éenlidcrgdte be producing at the maximum er;cient rate,

CIn- Dittrlpt 3, no estimate appears to have been made as
to what avellability may bg in order of ﬁew discoveries,
Their estimate appears to deal Withaust what 1s expected from
those flelds now dincovercd.and'thé probable development in
those fields, |

However, the cosmmittee does estimate increasing produc-
tion throughout the period, There 1s a table in thereport
that shows the ostinat@s of each district, and that is sum-
arized in a totel. | 7

Again, in District 3 they indicate tha§ ﬁhe rlelds in
that area are producing at or near thelr ﬁaxiﬁEM'erficienq
rate, ._ 7 _ | o

In.bilﬁriet 4, they emphasize in their nuﬁoaunitteo

repert that there is no shertage of crude oil in that ares and
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that ﬁhoré 1s every 'indication that.there will be 2 steady
increase in daily preauctinn71n that district throughout the
next four quarters, '

They show that there is scme shutdown in produetion at
the present time. I believe it is arcund thirty-eight thousand
barrels a day,

They shew that discoveries indicete considerably more
o1l in sight in that area. |

In Distrie5 5, that district did glve some eatimste as
to whﬁt tha prebable avallability might be from discoveries,
In that cennection they assume that new discoveries will
account fnf an avallsbility of 475 ﬁérfels dailj in the first
month of this particular year under study, and attain a
'vaiune of around twelve theusand 2 day by the end of the
twelve-month peried. | | \

I doubt thet you want me to read the full report,

Following the suggestions of Mr. Hardey, we have brought
1nto_tha sumpary a few things ﬁhqt'may have some interest,
showing how we have been going anﬁ what mﬁy happen in the
future,

There are 570 nore wildcat\Wells completed since the
first of the year; thatrii Jenuary 1 to July 17;

There were thet many méré canpleted‘than were completed
in the asame pgrioﬂ last year, That 18 up twenty-two pefcent

m Wildcat! .
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On develeping wells we are ﬁp eightaen:parcent, and have
sixteen.perccnt more rigs in operation,

We drilled around sixty-five million feet af.helé-lp far
this year. |

If we relate that drilling vo the praduction it weans
that aixty feet of hole had been drilled to every thousand
barriles ﬁpoduced g0 far thia.year, |

Mr; Baftﬁn. Does thatlsiﬁty feet velate to current

production? |
| Mf, Jim Brown, That is sixty feet per thousand of
current produétiﬂn.

I have been reading into soms balia/giguring, I belisve,
that mey have been used by the steel committee also,

On thet rsasening, through 1936 - 1939, the average
footage drilled per thousand barrels of crude oll productien
was about aovﬁntydrivo feet. S0 the drilling this year and
last ﬁear alto, in 1947, is running abeut=eighty percent of
the average footage 1n relatien to production, that preduction
that prevailed in 1936 - 1939. |

Thet might be contreversial, but it is passed out for an
indicatien that although we are hitting peeks in drilling, the
indications ere that it 1s st1ll far from being enough.

I think thét_touches thé'highlightu of the report.

The Chairman., Are there anj quoatieﬁq,‘gpntaomen, in

connection with this report?
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Mr. Skelly. I would like to ask a question.

Do you mean that for every sixty feet thst has been
drilled you have increased theé current productien a thousand
barrels a day?

Mr. Jim Brewn, No, It is for every thousand berrels
that 1s being produced only sixty feet of held has been
drilled. We are thinking of replacements. |
In other words, we are thinking of the necessary activity
 to keep up your production, or increase your production.

We have a far greater production today then we did s year ago
ﬁhoh the committee veported some four hundred thousand |
barrels a day,

You have nearly 1,600,000, I belleve, greater in daily
preduction than we had at the beginﬁing.of‘the war,

so what was ‘enough drilling in 1936 - 1939 weuld be no
vhere near enough teday, We are trying te shew that tha
activities -of the 1nduntry must still ba 1nereased to keep up
with' the 1nereasing productien,

Mr, Hill, I move the adoptiah'ar-the report,

A Veice, T mecond the motien,

'The Chairman. You have heard the motioen in favor of
udopting‘tha“réport. |

All 1A faver will please say aye,

(General response aye)

The Chairman. Oppesed, ne?
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(No response)

The Cheirman, The repert 1a unaniﬁﬁunly adopted,

The Chair now recognizes Mr, George A, H1ll to present a
repert of the Agende Committee,

Mr. H11l. MNr. Chelrman, I will simplify this repert by
not resding it. |

Two matters were submitted which the Agenda Committee
» commends shéll’be adopted;

The first was the appeintment of a temporafj committee
to restudy and reexamine the whole National 011 Policy Report
of the Petroleum Indwtry War Council and to ses Lo what extent
it should be revised in our subcommittee, |

The hgenda Committee recommends the approval of the
appointment of ﬁhat cemmitteo;

The second request was that & committee be_appointo& to
study sand estimate and report on the present manpower
engaged in the 1ndu9£ry, ciassiried 1n'rﬁnetional divisions
industry, uccupétien, and skill, geegraphic érﬁan, desirable
and practical classifications to be determined in consultatioen
by the committee with representatives of the National Security
Resources Board, the Armed Services, the Petroleum Board,
ahd the 011 and Gas Diviaion, an# other apprepfiate.governmont
agencies, and to study and repnrt on the adequaéy of currently
availsble employment'data for the functional divisien of the
domsstic petﬁoleﬁn‘induStiy.- Té“bdconﬂondfwaysfandlme&ninor

overceming much défleiensies as may annesh t6 aximt
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On the second subjecf,'ﬁﬂe Agenda camnitteé recommends
- the appeintment of that cagmittoo.

In that connectien, I wish tﬁ call attention to the fact
that the Manpower Committee of the PTWC did a étupﬁnduoul
§ob in each one of the five PAW districts, They made the
epecific job classificetions and prebared data of Inmense
importence that could be and should be brought down to date
fer available use to the Resources Board, the Army and Navy ,l
Petroleum Board, and other interested agencies.

The Chairman That was Mr, Lovejdyia committea?

Mr, Hill. Yaa,'air; ‘

L~The Chairman., You have heard the report of th§ chairsian
of the Agenda Cemmittes, ( .2 .. -97 4 5f€925'J?:f%!wv¥%w=h.
Me. Bevton. I meve its adoption. ‘

Mr. Pock. I would liks to speak on 1t,

The chairnan;f All right, Mr;*Poek;

Mr. Peck., I read sbout this repert end I had several
1nqﬁirios from dealers regarding dealer vrepresentation in the
National Cengress of Petroleuﬁ’netailers;

The dealer delegates met from all sections of the
cduntry and they discussed the problems which the'doﬁIQrs-hud
during the last war, There wdre‘nany;or'thnm'that felt that

there were unreascnable disadvanteges to the dealer. |

Now, the deslers, of course, 4o net claim thit they were

any more patristic in'the last war than the seliders that
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fought varlin Europe and 80 fbrth, but they did fesl that
there wer;iregulations, not too many that were bad, but these
- that were written Improperly were very bad, o

ObJections in Washingteon here at that time brought the
statements from the officials that it was unfortunate that
the dsalers d4id hot heve a naticnal organization teo meet such
an emergency,

That wae probably smong the greatest reasong why the
Natienal'CDngresa was formed,

At that tiﬁo they‘preaqnted ] resoiution which was
unanimounly'adapted, to provide for, substantislly, aealer
representativéa on evary committee in the Uniteﬁ States that
has to do with the pranulsatien of rules and regulatian.that
affect the dealers in their eperations,

It should be easily understoud why that request was made.
That was a very reasonable request.

Thers is con;idarable cohcern since this talk of war that
thers may be some plen that the dealers may help 1mpfove-a
little, esﬁeeially-fr&n thelr itahﬂpoint, inasmuch as- they ars
the ones that are going to be ratloned and their profits
ere going to be cut, that they have thelr repﬁbsqntativon

participate in the premulgatien or'theie rules,

I belleve that any attempt to complete any regulations
that affect tﬁe deﬁléfs, withbut‘hheir;par£1¢ipation to see

that their objJectives are heard, may end up in'imprOPerly
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written regulations énd rules and will meet continued
objection of a gret naaefity'of the dcele}s.thpughoﬁt the
eguntry, |

T would suggest to the 011 and Gas Division and the
chairman of your ccmmittees to avold a very bitter feeling
later on by considering the dsalers of the nation in the proe
mulgetion of these rules,

Thenk you.

The Cphairmen, The queetion is on the motion of Colonel
Bartén for the apprcﬁél of the Agends Committee report.

All in faver will indieate by saying aue,

’ (Genersl response aye).
| The Chalrmen. Opposed, no?
(No response)

The ngirgga. It is so crdered,

Inclﬁdbd 1n this report which was adoytéd,wan &n authori-
‘zetion of an emergency provisien in our by-laws for the
appeintnant of & committee to formulate a national oil pelicy.
After censultation with the Directer of the 011 and Gas
Divisien, the chairmsn announced tho appointuent of a cdumittae
and designated Mr. Jacobsen &s chairman. That committee had
its first meeting in the offices of the National Petroleus
Council yeateraaj, and'I have been graatiy encouraged at

th§ reception that has becﬁ glven the suggestion and the

importance of this undertaking, and I think 1t would be
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interesting to the couﬁcil to hafe'Mr. Jaceobsen indicate

the course that ﬁo has followed and the objectives which they
have in mind in sonnectieon with the assignemtn which has been
given them, |

Mr, Jacobssn, Gentlemen, there really is not very much
to tell,

As jou kﬁow_ ,' the -cm:lttaé was appointed only a2 BPw days
ago, We held our first meeting yesterday.

The charge we were glven was to restudy and review of
supplement -~ "supplement”" was the word used -- the‘ﬁational
011 aﬁd Gas'Pelicy that wéa adoptod by the Petroleum Industry
durlng the war, by the Petrﬁleﬁm Industry War Council,

At our mesting yesterday we discussed in a goneral‘way
the principles which, I am sure, we would all like to underlie

the natienal pelioy.
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Thers were such things of paramount necesalty of
keeping the 1ndUstry in priviﬁi hands and of glving every
possible encoursgement in the exploration snd development
of our domestlc roaouﬁﬂea. Questions uf\aanaerv;tion and
things of that sort I am referring to, We obviously could
not bring forth at one commlttes meeting a full report for
this Council and likewise 1t is obviously cuﬂbaruoms to
have 25 or 26 p-raona scattered all over the country becauge
the committee appointed gives representation both to the
vnrieui breanches of the industry and geographic distributions
as well.

H?, Wilsont Is-thare anybody from Texas on 1t?

Mr, Jacobseny No,

So what we did yesterday was to agres on the appolntuent
of a emall drafting committes vich vwill immedlately take in.
hand the Job of proparins a report as promptly as possible
and submit it to the full comuittes on Natienal 011 Polloy
and after that comuittee has passed on 1t, then the report
will be submitted to this Counclil for approval or rejectlion
or ameddment as the csse way be,

Thet is about all there is that I have to say.

fgg_”ggpk: ﬂur-hxpariencq with deafting committess
vae that we vere not represented and thet hes not been.
patisfactory, I baiiovo.if an effort were made in good

faith Lt would amve & lot of trouble. I am Ju-t:speakins-
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of & reasoneble effort. I did not find an&bedy who vantod-

%0 be unreasonable, There were & few.exeeptions though, but
the ma jority of deslers of thé nation Just wanted & reascnsbly
falr deal. They simply do not want the Go#anmpnt to put
direotives out, ‘ Y

I belleve that if the fesling that I believe exists -
oan he overcome 1if we talk ahout it today, A iot of trouble
could be avolded,

It 1s true that thers were only tvavotes agalnst this
report, Thgt is zimply bemuse the représentaﬁion bn thisg
Council is very skimpy, but it must be rtalizbd that theremea
good many ﬁhousands of-pabplo who are cltlizens of this
country who feel these rules are being promulgated and they
vould like to-reei their Interests are being protected,

I do not think that the fact that we have Just been given a
rnﬁhor skimpy representation should be counted, Our votes
should be counted in detail, I do not mesn just a vote in
another company bacause if you want to put it on a company
basis, there are tens of thousands of compenies repressnted,

I may tell you mli of the discuaﬁiens-and demands which
we have had here are notadomgnda of minority representatives
~of the cauneil.-'ihoy-lre demands that have heen put'intb
resolutlon form to provide for such things as thisy PFrom
& business standpoint, from a stendpoint of godawill, I do
not see how the industry;cqn;ovbriapk'tho-appertunity-to
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make 1t appear that they are trying to do the beat things
undexr the ciroumstances to treat the dealers fairly. I do
not thihk that any indicatlon has been given so far, but I
believe that it would be profitable in svery way to atart
on that basis.

Mr, Jacobsen: May I say a word here?

The qggirmnn: Mr, Jacobsen, I feel that M, Peck's
remaﬁks really call for some statement from the Chalr.
The impression must be orested frem vhat Mr, Péck has stated
that the dealers have not been gilven rapragentation in the
sppointment of this committes. HNow the Chair gave very care-
ful coensideration and had the advice of the dirsctors of
the 01l snd Gas Division and the appointment of this
committes, The commititee 1ls composed of 25 members and of
that membership, two are the officlal representatives
on this Councll of the dealersa,

Mr, Dressler and Mr, Gwaliney who are members here,
as representatives of the organizations of the dealers,
They sit here as senior members of the Council and certainly
they would be entitled to priority vith respsct %o sppoint-
ment and I fesl that Mr, Peck ia withuutvﬁhgtifioation in
an attenpt to-orasﬁe the 1mpresnion'td-tha effect that thers
has been purposeful discriminatlion sgainat dealers in the
appointment of this comnitinew

Certainly they have thelr spokesmen who. are abls and
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worthy and I feel that the comnitﬁno reprosents a very fine
and a very fair ahd indepemdent crosa ipotion of the whole
American petroleum industry,

Mr. Jacobsen; I would iikn to aay this, that M, Peck
mentioned the writing of rules and rosulatiohe, We are not
going to wrlte any rules. We have no poﬁof, Ve were
askﬁd to restudy and supplement an GQWlidr document and
that document contained only the expression of the
Fetroleun !ndugtry War Goungil as to what that Council of
our national oii policy ahould.ho,

fhers are no rules and rogulationa in 1t, It is
certainly not my ldes that sny rules whieh we may bring
forth vill have any offact of any ¥ind, Furthermore, I
aome back to the point that ve were asked to restudy and
nuﬁplonnnt in earliesr doocument, Ehit documpnt 1imived
1tseif to the dealing with beld principles.’ It did not
go 1ntod§tailu of marketing st all. It“didjﬁot B8y |
anything dﬁeut the marginuwhich should be in any place or
hoﬁ marketing should be desalt witﬁ’&t-nll. I do not know
that would be the proper thing for a dodumont, expressing
fundamental principles: of an oll pollsy, %o go into
detalls ragarding marketing arrangnmnnts.

Mr, Peokz I wou;d 1ike to. answer the tvo preposltiona

In the firat place, it would be a fact that tha minutes
of these meatings warazpuaSQdfouEJEﬁ&'tha National Congress
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of Petroleum Retallers and the fact that ye covered all
sections 1s widely known, but thﬁy did not racognize them
I$d that vould certainly 1nd1c5ta an attempt to evade them,
They are the lergoat body by far; Qheif membership han been
publishsd and the minutes furnished to all deparments of the
Government am varlous pecople in the oll busineas,. \//'!he
meatings were openly sttended by the president and the
presldent Wroté the representation ln all of the'pﬁtrﬁleum
7 industry jJowrnals., The retsller repressntatives claim ﬁa‘A
repregent certain de&lers in the Best, four different
organizations, and I belleve the precord wlll show they have
nine organizations in the East with a total of 38 throughout
the United States. |

I believe there was considebable discussion in this
resolution as I recall. This is the second portion of this
and I wish to glve 1%t %o you. It mpntiéned the premulgation
of rules. PromulgaﬁiOn of rules does not necesg&rily
constituté the drafting of rules, %he 1mp6rtant part of 1t
ias simply thia; It 1ls some plan to affect the industry and
e afo not interested in anything that does not affect |
the dealers. We do not. interfere with anythins elase, A»
s matter of faot, in all of oﬁr testimony ve have asked
that the steel industry get all the steel it needs. Ve are
only inﬁoreated In things that affect the retaller, where

his pocketbook or hils property is In jeopsrdy., That 1z the
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only part of any drafting arrangement that we have sufficlent
knovledgc‘about to discuss. If, as these gentlemen indicate
that var may start tomorrov like the last war did, this
promulcaeion of rules wlll affect the majority of deslers
throughout the nation who werse not vepresented. That oould
have easlly been avolded.

I belleve the statement and the minutes are avalilable.
tb sverybody in the oll business, The whols meeting was
pubii;hsd. We will give the inrarmntionlto anyors who wanis
%o look and anyone who represents the dealers of the nation
and the vast majority of them, I bellsve you will agree
that the resclution is so carsfully thought out and so
carefully worded that they would not be left high and dry,

I am csrtain that trouble will enmue in the minds of
the retailers thraghout the ccuntry if this falr representa-
tion for whioh they had pleaded is not alloved.

Mr, Majowskly I can not sit here and have Mr. Peck
claim torbe the representative of the world. I want to
dorrect one lmpression, Farks Gwaltney is repreésenting the
needs of the Natlonal Council of Petroleum Jobbers
Assoclations end ie not a desler, He hasn't any dealers.
What Mr, Peck is saying %o you-is that you will btbﬁiint-d
with a 1ittle black tar if you do not put him on every
committes, He has appointed himself the r-pronontaﬁive

of the deslers of the country and I wish to: object to that.
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He represents no dealer of mins, He 1sdputtiﬁg it on a
perscnal basis and T will reply thesmw vay.
| 1 r;pruiont my dealers and he does not, Now frankly,
1f ve are going %o have this issue come up at every meeting
about My, Peok heving to represent the retailer some of us
are going to get terribly fed up, My kind of people amre not
‘-pouiriaally represented on Nr, Jacobsen's National 011
‘Poliey'conuittne, but I will know that what will come out of
that committes will be & fine decument for all branches of the
61l industry -- major, minor, snd irrespective of vhat
Tunstion.

Mr, Jacobsen: You will heve your change to talk about
1% right here. |

Nr, Majewski: I have seen this comulttes, the National
011 Polioy Committee, perform and I do not think'aankin
Peck would help 1t one bit if he wcéi to be there, I am
golng to oall & spade & spade here, I have seen our people
vork, _Hb continually says in this Counell today that the
dealer was mqnigﬁsd and hurt during the war, There vas
navgﬁeh thing vhiech happened, The dealer vas dealf with
rairlxhbv-rhprnstnt;tiitn of all branches 6f'thn oll industey
and only in M, Peck's ﬁiﬁd:déws*thp'dellir'bocoma hurt
because he does not represent him,

I an not going to it hﬂra‘lad 1isten to Kr, Peck at
each meeting and have him get up and say that he is going
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to have to be & representative on every aémniftéo down to
the 1eun1'diitr1eﬁ_o# else there iz going to be an evasive-
ness, I think ve might Bettor g0 to the race track, the
ball game, or some place elme if we have fo Qut up with that,
I vant $0 serve notlce on you now, Hr, Peck, that you
. pepresent no dealer of mine or no jobber of mine, -
| Mr..Péckj ﬁbw would you know th&ﬁ?
o, Nnjuwnkiu You are building & rueord and I an teo
' faxy for you to sit here and lot you build that record ko
take to the ﬁoplrtmmnt of Ju:tieu, anﬁ you eln net do thlt
vith mas, buddy. You have got to oamn—qlinn with open hnnﬂs
"~ 1ike I am. I challenge you to unkt-fhit record stick
that the dealer had been hurt in any ro:poot by any actian
of thi- Counell o thn Potreloun Induntry var eouneil.
(Applgu-o.) |
Mr. Pocl) Mr. Chairman, I will'bo.slad.t6~anoo§t that
challenge. | | | .
In the firet place, Vhat I am thinking and vhat I am
'soing té~do'1n.obviou§1y vnry:prn-un@tuaﬁi,‘or 1t.ﬁou1d he
presumptuous if I sald vhat"you-wuroﬂgoins'to:da; That
part 6r it 1a ouuily oévircd. . During tho-lugt-ﬁar there
2 were certain rlgulutiann that were unfair %o the. doulor.,
| | I vill merely cite one of ‘them,
The gyggyynn; Eho.Ghnir«vlllfthe ta=ho1d that=thoaq

remarks aro;ontireiy_outﬁagyoruirfnndfhnmosnOHPquo:1n this
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di-cuasion;'ﬂr.-quk,] |

Mr., Peck: I vas trying to give the proof.

The Chaivman: The Chalr pnrﬁiﬁtnd'nr. Na jewskl to g0
too far afield, and noy ths war is over,

Thig iz the Natlonal Patroleum Counoil snd this i= no
térum for any discussion as to what took place wlth respect
.to the treatment of the dealers in the last war, so I shall
have to rule that your remarks in relatlon thersto are
entirely out of opder,

Mr, Peck: I mersly wsed that in my‘firnt romn&ka as 8
request of the dealers to have representation on these rules
- that are being written that affect them and it may be that
' this rpecord wlll be absolutely falr, I can not presume
what 1s going to be dene, I have nsvar.sﬁyn 1, but 1t
. would certainly do cansiderdble'td alleviate auspicien if
it was drafted and reported to'the-retailera, Gortaihly
that part wéuld affect them, |

Mr, Hi1l: Did you ever read the Natlonal 011 Polley
Report to the Petroleum Industry War Councll?

Mr, Peck: I bellave I have, |

Mr., Hi11: It ﬁgs adoPtéd by practically evofy
asaooiatioﬁ'in-ﬂmnrica of any consequence,

It represented & unity under atress of war of 611
people in every range in every oategory of the business to.

assist the Government in time of war,



110 2 137

Mr. Peck: I think 1% did s very fine Job.

Mr. BL11) I fust think if you had resd it and had foun
any rarcruﬁso oiﬁhbf remotely or by 1nplién$inn 0 & dealer
on any aupuct of it that roflected upon “the ﬂpnortunitiol
or any rule or resulntlon 1nvolvod in 1t, it a«rtuinly would
“have lodged itself in your memory &s it weuld have the
ﬁaﬁbo!s of the drafting comaittee,

I would now like %o hawi you %ell, for the purpeses of
the vecord and for the bensfit of the committee in its study,

any paragraph, any word, any sentence, or subject matier
| that you found to bc-objaétiondbl& 80 I'ﬁﬁuld hswe the benefit
of that sdvice and give full faith ang credit to the sincerity
or your observations, | ‘

S0 I personally request you germanely to the subject
under diacunuion to now state vhat you, ir you did read it
and you think you d4id, found objectionﬁble.

Mr; Peck: Do you recall vhen that report was given ¢

Mr. H111: Yes, very well, I work#d on 1% for months.

Mr. Peck: When was it? | |

Me, Hill: During the wir;

He. Peck: Do you remember the month or the date?

Mr, Hi;}} I have & c0py of 1t here, |

Mr.urgck: Po you. ruiambor the month? You are testing
ny memory so I}wiilctikt«yOars, If you do not remember the

date, how do you: expect me 40 remember the material contained
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in 1%?

- I did say that I thought the Potroleum Industry Wap
Council dld a very good Job., I was willing to aocarﬁ‘thé
challonge by Just stating the particular thing that vas
unfair, -

Mr. Hill: I want to be fair with you, Mr, Peck. I would
like to have you send to me youw ideas_whaﬁ you are not too
busy. I do not want to put you on the spot., I would like
you to send to me your idess after you have reread 1t and it
is fresh i1n your memory what you recalled ﬁo be cb jectionable
in 1it, | 7

Mr, Pook: T do not recall anyﬁﬁing ob jectionable, If
you will send me the report, I will be glad to read 1t and
-maybe I will send ba@k ny blapainga.

Mr, Hill: 7T think ve would save a 1dt of time by that.

Mr, ;ﬁgk; fhis particuler objection, that we objJectsd
to, the azloc&tion, cou1d have been avoided, |

Mr.ig;;lz We are not talking abcut that,

Mr, Peck: "This is a nev thing end ve 1ike to help-it,
but I fﬂei ﬁﬁuh such & large nunher of parscons, I feel that
they are involvsd in this and they ask to have representetion
on the part that affects them, and that 1s Just what you
people have been asking{ or Jjust the type of agreement you
pecple have been asking from the steel industry,

T wvas & little amszed ic-knﬂw how there was alertness

in the industry in sbttingraﬁtol“to set Up momething that
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- would be falr,

All that ve suggeat 1ls that you include in that some-
thing that you are giving to the dealer, Just something that
is falr and equitable., That is all we want,

fhe Chairman: The mext matter of business is the report
of the Committes on Petrolsum Storage Capacity., Mr. Wescoat
vill present that, |

Mr, Wescoat: Mr, Chairman, this must necessarlly be an
interim report. All of the‘qntutionnairas veye ment out
about six weeks ago to those companies who were to furnish the
inrorm#tian. About half of them have besn recelved and those
vhich have not been received are divided jarcentngeﬂwino
between both theé largs and the amall’oﬁmmaninl.

‘Those 1nQuiriqg vere directed to the same people who
nnruallyrrurnilh.that type of Information %6 the Bureau of
Mines, |

A follow-up letter has gene out 0 thosé msme psople,

I aﬁ taking the. liberty of writing to some of them personally
to roﬁuisﬁ that they expsdite this., I am hopeful that it
can be received by the next meeting.

It is a tremendous compllation of figures, We will
have 1t done by the Inﬁornltiana1 Bunin¢ss Machines Company
and 1t will take two weeks after they have gotten all of the
information for them to complete the tabulation and get 1t in

shape, I hope we can have 1t ready Oolhober 14 or next May
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1f you decide to further the meeting in the interest of Mr.
Ball's continuing in his job. |

¥he Chalrman: You have heard Mr. Wescoat's interim
report and ve ¥ill look forvard to & report at a leter meeting
of the Council,

Gentlemen, we have in attondnncé at the session this
afternoon & representative of the Ecenomle Cooperation
AMainistration, Mr, Walter Levy, Director of Petra‘leum..

I should like to ask Mr. Ball to present My, Levy and
indicate the scope of his interest in thé Councill.

Mr Ball: Mr, Walter Levy does not need an introduction

to many' of you, but he may tc some of you other peopls,

M., Ievy vaa-with-tho-Office of Strategic Services
during the war and then he was with the State Department
after the var and in the State Department he fell heir to one
of the toughest jobs HB4I KNGV of, namely the scresning
,Pf,th? petroleum requirements prepared by the Paris Conference
for the countries that we now know as the ECA countries, the
: 16 countries to be benefited b$=ths.xurahd11 Pian. As you
- kmow, those rqguiramenta'wer§ hastlly put together in

Paris. The Jjob was done in 10 deya, I haxo'alwaws.thaughz
1t was aurprising thatffgprﬂssntttivus of 16 Gﬁﬁntrios
w'aqﬂ oceupiad d&rmany:oould:get together and in we'éhort a8 .

tiis and even with oll company hsip,'coumdapr-pare any

Wad of a statement of requirements. It i3’ inevitable under those
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cireumstances, however, that thelr estimste of requirements
would be somevwhat aéﬁi?oneuioa.l, more so than they were,
Those which came ovef here were lald before our inter-
deparﬁnentalpetroleum comﬁittoe; It happened to be a time
when we In the oll and gas division were just buried in work
and arter vYeing dlsoussed a llttle whlle ihe job of
screening those requirements and gettling them down to &
reaiistic basis fell on & men then in the State Depavtment,
Mr. Walter Levy, I am here to tell yeu that he did a grand
Job, Tt just happens that with his background he knew

a lot about Europe, I heard him tell the Appropristlons
Committes over here juast why they wear wood@n shoes In
Holland instead of lsather ones and why they needed
additlional petrolsum in certaln oountrles 1n Europe and

why petroleum requirements Ilm other sountries In Burope
were out down t0 detalls as %o why.

He did a grand joh wilth themss requlrements. Théy
vare sorasensd down completely to a realistloe bnsis
reprasenting the minimum requirements of the Buropean
countriss,

As we all soumetimes do things, hils hlich in Government
gervice, he resigned and tock & Job with a little ocutfit |
known &8s 3econy Vacuum 011 Compsny. He had n't any more
than got hls ohalr warmed up there amd the brilllant prospsct

ahead of him vhen Mr, Psul Hoffmen, the head of ECA, reached

et
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out and almost iltoralzgr ‘tobk him by ths collar and brought
him back here aimast a.gaimt h¥ will, He _haa on his hands
at this 1lmmediate ganlht;a very desperate érdblom because
his problem ia hin%owh. Iﬁ\éan't valt, We have staffing
problems at the a11 ana Gas Pivision thut  § ﬁouid 1ike to talk to
you asbout and I_pn,;é;#;_tp-talk“té_ﬁpltq:,_butwo can £00l
nlong w1th them rpr-;;ﬁ@ﬁtﬁr oflwqekaiieéﬁing for the man ve
want and need, a I_ﬁllll _ : |

Walter has 1t on hin right now Hb want: & chance to
talk to you about it a.nd I think 11; 1: wull vorth your while
te listtn in tha 1ntor:sta of the induutry._:‘ Hr, Levy, will
_ you please coms forvard? |

Mr, Ievy: M, Gha.irman and gontlemn, I would lika to

give you some facts, but_bqfoxg-Ijso~into sny of those I
vant to say that-’ our ‘—meat'pmulng. pﬁoblui vhich we have 'bq
solve right new, not tennrrew or thn next daw, are many.

I also would 1ike %o describe to you 1n pnrﬁioular how

: EcA is zoina-tp qyergtq qnd how ECA iy going t0 affect the
oll oporatians=avnrih§r§-and can in ch.eouhtrinn and
outside SOA sountries in othnr areas niﬁhnr “produoing or
consuming areas, have an of:aet.

I think 1% might be a_uscrul idea t0 describe how ECA
is set up, It is organized and petroleum fits into the
vhole over-all-ECA program. - You know that BCA came. inko
being on October 3,,1948%Ind?thgt,far;thn‘firstaybarror

o
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aperation sbout $5,000,000,000 have been subuitted by the
Amarican people in ons of the most gunprous and moet

| . unmelflish moves to. tﬁem the tidn er 6emhunisn in HMrapq

and to creste neonomio rneavorw T thnt thbne countries
will be, we hope, in'due course mif-sufficient and not be
dependent sny more on our help and on our ausinﬁlndo.

How necoasary BCA 1s, gentleumen, 1s-sédréd1y-ﬁai81b1¢
to describe. . I would not have belisved it myself, though
" I have been working on internationdl problems 1n'§h§‘$tiﬁd'
th and I have been vorking on internstional
preblems in £he Socony Vacuum Company, but we are raéca nov
with.a"situatian vhere ceountries in eastern Nurepe éiuo‘to--
un*nna'tcil'ug; "If you do met glve us dollars today, ve
will not be able: to pay far':Bhr=éami1tuamta, not next
week, mot next two weeks; bus tomorrow, 'ankers come hers
to losd oil for certain coumtries and ve get night calls,
You have $0 give us the dollars or we cam not lead. We
have §¢ send the Sankers-bask, We have to shut refineries.
We have t¢ close down.”

The facts of such scaroity of fersign exchange is
. somsthing which we fortunately do not:lmow much about, bug
I would uanfrerthoaa*ebaﬁtrion.whieh'irn-doyinaontfon=
supplies from the western hemisphere to stats that 1t is a
matter of 1ife snd desth,

What is NCA trying to dof XCA, and T think that it
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must be clearly understood, 1s basically an operation to
cover the payment of deficlis of certain western European
countries who have agreed to éolldboru&& with the United
states In thoir dcalings'wiﬁh vestern hemispheres countries,
It i ba-icslly an oporatien to cover ths deflcits in
their foreign exchange. !ho hslp which they give ls
through srantn,'1§an,-and;thrnush technical and other
aauiutnhee.,. | | |

of the $5,000,000,000 whieh I mentioned before, about
20 per cent willy be sixon in the form of & 1oan_nnd sbout
$4,000,000, 600 in thn farm of grnnta.

The srantn will be given in the following mannert !hb
countrles preseént to us through thelr erganization in Paris
where they h&ve.astgb;ished.g uowqillidlezmcq & program
of thelr lmport needs whieh in turn will bc'#erqonod.by our
 own roprOlnntntival 1n.Paris nnd thnn submitted to ncn Tor
fursher aertanins and 1n plrticullr for further checking
with the aupplios thay vant to huvo availdblo

In thil $otal- 1mport program oll plays &' uurpriliasly
large »oll. Of the toggmrts,goo,qop,eoo deficit whish I
mentioned bnfaro-dbaut-#l,eoo;eoe,oqs1|+&e06untod':§r_by
oll products, oil-tranqpégtatian, and o1l equipment. That -
maanl‘probdblyfmarefthan*ao per: cent of ‘the total money
1nvalvod¥1n-lsnpurérm;orgfanhienvw;lljbo-rolnttd to:aur

industry.
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Row Mr. Ball mentioned before that thd'eauntry had
subnittoa a prosr:n to us 1ndieating their naodn and indioatins
the dollsr help they would 1ikc te have from us, This
prnsrlp; as nr,_nnll_niggiannd, wag a very ambitious one, If‘
it had boen,appwétqd.witnout further scrooniﬁs, 1t would hn&§ 
led %o an cign+s:o;¥§r ﬁhbrﬁigg than ve are facing fight'now
lnd.wauid have caused prablﬁms-ovof hbra and in every country
of fho world. For that rcaaon_it vas necomsary to screen
thelr requests down !aw e hnwe juat rocoivnd thuir third
quarter, the qnartsr ror July 1, 1948 to soptonber 30, 19#8
Even here we find that thn noeds exceed avallability by
porhaps 20 or 30 per eqnt.

I would 1ike to give you & few figures so that what I say

becomes more mnan;agful ﬁo you, The original requesi which

' the countries put in amounted te about 1.2 ﬁilliOn-barrbli

& day. That request’ WA scroonad down to about 900,000 %o
950,000 bnrroll a day fer tho first yaar of vteavary tht
‘i3 not frem ths Unitnd at&tta. That is a total import needs.
Our. job then was- tu Find out hew much of tha 900, 000 barroln
or 950,000 bnrroll a dnw could come frem thelir own sources
so-enllodvatnrlins:aaurcon-andshdwﬂmnch from dollay sources.
!ho divisien was- roushly 525,000 harrnla from storling aources
and 425,000 bnrrolu A d;y from ‘dollar sauraeu.
bﬂlllralgﬂrﬁeqquQntleuﬂn;ﬂdevn%n@tzmn;n«nunplyirromkthe

ﬂhit¢d~stati;@, Dollar:sources in this particular contention .
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means supplies for whioh dollars would have ‘o be pald, .As
a matter of fact, we are under mandate from Congress lnd ve
tdko'it vaﬁy seriously %o linit as far ha'we can shipaente
from the Uhitod States and not to burden our domestlc
eoonomy rurthnr than necensary,
 of the 425,000 berrels & day whish are to be obtsined
from dollar sources, sbout 95,000 bn&rdlu‘nidly wou1d oahb
rram%ihn'uhitnﬂ Skates, including, of course, largs quanti-
tley of the -ﬁeaiuity:preduots.{ Ehoﬁﬂnitod States is the
only effective source of supply. ¥he rest would coms from
the other sources. | |

About 39 per cent WQ calculntod hugn total supplioa to
Europe in 1948 whish would come from Miadla Eastern sources
and %his rigurb provided at the Middle Esst remains an area
Hh#ri'ﬁt)ﬂln‘ﬂpﬁr&teflhﬂ ﬁhis wan acheduled %0 -go up %o
dbouﬁhgc=por*c&ﬁﬁ-in51952; wheresas, the supplies frou the
easteorn hemisphira voﬁejscheduled-tobgo}dovn from about
61 por‘cent*in'lghs'ﬁd-ao ytr-cehtﬁin 1952,

fhe share of the Unitod States in the total eastern
hemisphere nupply wsa, ar eour-o, nehsduled to0 go down ovon
further. What 1s ECA doing? .Ehay.ara notfa procurenent
agenocy, @hay'de-not“procuro*oilg They. da-nat-dxport oll or
impert oll; We are Junt rinnneins the dollar deficlt of the
varicus eountzries and 1n our’ partioulnr field: of petrolous
. We aro»going.te,finpnae q-dollnr;doficitﬁoﬁ thngvnriou-
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. pirtiéiﬁéting hountria: in #o far as it is caused by shipments
of dollar oil in%o the variéus countries, We do not
retsburse country 1f 1% 'aouia still pay. We sre mot going
te reimburse this ueuntry on & quarterly baliand pay them
tho dollars they: ‘had to spend for the oil., We are going to
hsuc lottbrl of commitment to banks or to suppliers which
will allow thnln bunkl or suppllors o issue letters of
ercdit to. thn uuppliara who rinqnee shipmnnt- to ECA
ouuntriu. |

I want %o make ono rurthnr point, This &5 no praaont
elther ., !ho local axchansq vhiech the importer pays for hins
shipment of oll from dollar sources has to be made, We do
not give the importer a present.

sa$ aﬁ.impévter'1n ?rdnee wants lubricants for

$20,000 from the United States. He has %o pay the equivalent
in French franes to an sccount which i3 under the joint.
eontrel off EGA and the- Frnneh Govornmant and will be. diupolod
of in accordance with aortain,rulns and. rcgulatiﬁna We
nake no presents to individual importers or tO-unyrbuninonl.
| To carry Gutréur eannitmantfﬁndor'ncnswc have to
establish esch ¢u§§ﬁery;nnd cbviously &lso for esch yesar of
the raoovory_poriéd;'acpdtréldum réauirémnntﬁprogram Whiaﬁ
muit-be in 11neiﬁith5tho'rial needs of ‘the country, We must
then estimate how mnéh;db#theyvpradﬁée danﬁﬁticllly.fof*tho
various products 'l;hs'bwill change in line with the
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estimation of refining cepacity of the produstion, et cetera.
Wethen have to estimate how omuch they ean obtain from
so-called sterling dollar gources. |

i?wnnt to mention at this pqint it ias ome of the basliec
tnets of ECA that private channels of trade must be main-
tained and must be pwqﬁnq#th We would, therefore, outiﬁnto
the amount of dollar qii %o de aﬁttinqd through dollar
companiss, When we have done that, we have then to translate
these Quantitles into values vhich situation offers s very
tcushrprobiqm.ef priqing'—a'offﬁuharp_pniaes,‘danastie

priao-,-ot;cetpra.‘ I wi;l say a 1;tt1¢_mqrq_$beut thqt
problemn A 1ligtle later on,

When ve have made these caloulatlons, we established &
quarterly_pros:am'gpdlinreruud the country that more or less
was in that program work of & certain Quentity and ef Q certain
dollar value, it mesmod 0 us that they could plan their own
import program, . In accordance with this program the
countries vill issus import licemses to their importers

and ve will then at the request-of the various ébuntrioq
imsue proeuransnt=agthorizntiénulwhich”wauld-allow the
sountries either o obtain the reimbursement or to pay through
letters of,arndi%;z;Ehia_i-wu-rcugh outline of the pro-
ceﬁurqfthnt wu.hQVQ-tawrallaw’unaer-ﬁharlﬂﬁ; .

;x<; In the firet quarter of ocur-opsration, to glve you an.

A
rd
!

_‘ndiemtien,;dollur-oxlquathegtuna-qr;nhpﬁ$1$106,9001060
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was granted thrausﬁfndrmn1~privutﬁﬂﬁraAo,ohgnﬁglu, or I
should better say, was financed by EGAj and the oil was, of
ooufsé, obtained through r_xoml' trade channels where auch
channels existed, In soms areas they do not exist. The
amount of oil was 300,000 barrels & day. In the next |

- quarter the awncunt may go up to abauu#oo,ooo barrels a day
and the velue will be $150,000,000 for the quarter. As you
viil!é&aﬁizo from the infopmation available to our Government,
the persemnel avallsble to our Government, is limited and

to undertake these caleulstions vhieh I have indicated only
ene mijér phase of that is a Job which would keep a
statistical depsrtment of an oil industry busy fer quite soue
time, ,

It is baslcally tmporysuti fer us as well as for you
that we would n@t?‘:iﬂmiiﬂh‘ an ﬁﬂllistia pr}:grm, Ve
should not allow the coumriés to buy ell in line with &
progran which can not be met vhieh osuld create dis-
turbinsos5hnre~nndrhvorwﬁhnra-eluo.f It could incresse
'1nr14¢16n and would chmte havos $o our sourses of supply.
Therefore, the estsblishment of a realistic. progreaa Imd
the semtinued: soreening .of reguirements, the oscntinued
sdoption ef fisurc-*tafnow%ean&itioni;z1g5viryf1mportants-
It‘nay’ht;hoavyﬁpnasdﬁv*lﬁdfiﬁ*Ilwﬁbtfbad:thb rext day,

We 4o not lmew what happens’ in ¥wo'veeks' time, The
centinuna-qaretnins%sghsaﬁiag;fnadft:nuiﬂntimn*er rigures is
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 an essentlal part of our vork,

In,adaitioa tﬁ,thﬁm ve hava day-by-day problems of ne
minoy order., Ve tind, for instance, s refining capasléy in
sountry A, If ways and means in country A could be found,
then they could supply country B in KCA territory. We find
thet lwport licenses in another oountry sre dlscriminating
against our ewn country. We find that the Marshall Plan
dellars may or may not be used te naﬁnhli@h markets for
companiss at the expense of our couniry without any real
benefit fer the recovery of thoss countries.

Ve find, for inwiance, the so«called famous ssotlon
202 in our Appropriation Aot whieh lmposes upon us the ruling
that movhere are suppliss %o be delivered to HCA countries
at & price that would he higher than the supplies deliversd
from the Tnited Btates.
~ There 1a a premlum on tanker transpertation. X do not
"V#nt.tﬁ g0 inte the details of that, With the premium that
" has been enforced some time ago the 202 provision oauses one
hiadQﬂhp after ancther. In-eddition te that we have the
preblem of prioing. .We areiresponsilile for the expendijure
of ths taxpayers' money'which miney has been grasted by the
Eliﬁid_atiﬁoiGﬂﬂnrnmnatﬁta;biﬁspintyfqa%ﬂiﬂﬁiy“na-pas;ihlo
andas visely ss'we kmow how. .

-1‘ﬁ!ﬁﬁiﬁnidfte*wuu*QONiirwepgﬁﬁarﬁthp%tﬁtai woney will go
40 the industry. jriquéqﬁtiﬁﬁngvqnaﬁx'put«this=gnb¢tian



151

very frankly, to pay premiums for crued oil whish a certain

country can only obtain at a premium? . Are we entitled

to pay the higher prioce? Is that i oéxrtct ;xpiadiiurt
of the taxpsysrs' money? What vould happen, gentlemsn, if
tomorrov after we have grunthd & premium on crufe oll the
preuium 1 in#erp@ratid_in_thc price and & nevw set of

premiums are bullt up on top of the nev priset What would

. happen 1f ve meke 1t possible for a sountry to get 2,000

barrels of érude oillif.itwwnuid bo-lblo-tﬂfdn-ihat
1ndiraetlr? ECA would cantributo to a 50-cent risc in thi
srude 011 price for 5 5 millien barrels dsily in the Enitud
Btates. You wee thg_poapQ-ot~thn~pmob1aa.w--gra facing,

Ancthey problem. is this; What is a pricing vhich is &
fair snd an adequate one which BOA, and I went to be plain
for the record, RCA has’ no- other’ responalbllity: bt to see
that the United Ststes taxpayers' money is spwnt as wisely
aa'pa--tﬁit.- We are no OPA, We are noﬁ;iutbrnatsd,in
profits, It is not our-business. We have the respensi-
bility-to apend xhd nsney wisely and, tkerefore, the
question of olls is involved.:

Ir, toxr innﬁnnno,‘enrtain efr«-hore BOUrces of supply
are priced at a ranny rice-ECA,. irra:poetivo of profits,
wvhich apre not ocur ¢0naqrn,»iantntitlpd;#Dwyar With your monsy

and my monmey.. This 1s' & tough problem.: Thess are problems

‘with vhich we are fased day by day snd o which ve are
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getting congroisianai inquirles every two h&ura.
| Even if we are careful in our financing you are going

io got under RCA uémabodijhb wents to pay more, We can not
de that, If we do not allow any premlums on crude oll, vhat
happbni?' In the country concerned 1t turns around and uses
our ¢wn dollars, |

Every country has, in saddition o ECA, some dollar income,
They use their own dollars and that drives the price up and
makes it fmposmible for a domestic refiner to oht&in the
erude 01l going to France or o any of the countries, You see
that these problema reguivie careful handling, skiliful
handling. They must be haniled in such & manner that nobedy
need be hurt., On the other hand, somebody is bound g
to get hurt and iBisjmebody is bound to get hurt, we should
be pretty sure there isipgw;gtornativa-but to do it in the
mRRner &8 ¥e have done i,

There is another phase of the ECA program that is with
us, That:1is the aqulpment program., Various countries have
put 1n-r¢§ut|tljfor oqﬁipmant‘1n1ica coutries %o the tuns
of sbout half & billion dollars,  In addition to the British
Dutsh«Fyench o1l industry, which operates cutside ECA, they
have s request: for about $300,000,000 worth. of equipment; 1n
the Middle Eastern countries and Wostern Hemisphere
sountries cuteide the: Unilted Btatts. The. requesta are probably

out of order,;butwi do‘notqu@tﬁtqmslyrmushJSBa&t*tha&%aaﬁrar'

\
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as BCA countries ave goﬁqunid. It ismpsily needed to
sxpand thp.rqrin;ng qugpity in those countries which ig tn
1in¢ with the erude oil inoreaséd which'vs nuticip@%p from the
Niddle East, Here is & problem uhiéh is again a firriria
aiffioulty. Ve have to see %o iﬁ that whatever the
countriea can supply themselves in the form of equipment
is supplied by tﬁi éauntriOl and thet they do not come to_ul
because it is mqrt-eothnidnt or bwqéuﬁo,ﬁe provide the
dollars, and ask ug to . ship squipment overseas, I think
that 1s basio to our concept and ve have to see to it that
this problem be handled as carsfully &s we know how,

However, as you well know, there 1a;uﬁuipmpnt vwhere ve.
only have the technicalinow-how and where we only have the
mnnnrueturing capacity to use i1t., If we approve sush ‘
eGuipment again ve have the further obligation to mee to 1%
that our domestic industry is net seriously hurt by the
shipments of oquipment tpwpartigiputins‘oauhtrio-. It
- would make vgri,littiq,sonui %o weaken our esonomy
uoriously.in ordor\ta.buiid.uﬁsan economy over. thbro, but en
the other: hand ‘somebody has to make ﬁhnﬁ Judgment .,

T think I have dnnoribia to you some of the aeape of the
ECA operations with-whigh Ve are faeed., As you realize,
these are grave problqnn.not;enly;tga;;rép63=th0y-lrc grave .
te u!_lndﬁour-industrry,.;”whnthqngwpkwil;gﬂuoc--d;orunat}
nobody knews . ﬂl«aentlﬁnlergnQS#ﬁit?viniqg, I'also belleve
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- that we can only sucoesd if we have the cooperative support
of the BCA countries as weil zs our Industry to do the Job
with vhich wa-arﬁ chnracd"tb.d0w

I would 1like to héﬁ aho personal remark,

Mr, Ball already anticipated this remark, At present
I am sitting slone in my office. I have sbout 50 or 60
telsphone calls a day and an average of thrae or four minutes
apart, I have to be very impolite to finish them, It
takes me gix hours. I have to establish the program for
16 countrles and - 22 dependenciles and I calculate about 240
caloulations and I am a 11ttle slow on machines, I‘think{
I would be the highest pald calculating machine operatnr'ih
‘the country,

Further, we haw the day-by-dey problems, I think
#20,000,060 are oubstanding because certaln raguldtions are
in effect., This famous Section eoaenn-ﬁo:;hlnririad, We
have been asked by Congress to spend our money in a certain
vay and it 1ls, it seems, very hard to make sense of that
?-sulntien_in the light of our oil“induatﬁy conditions,
There ia one problem after another and you can realize
vhat & biliion«dollar opsration involves, especially if you
have to stand up and be counted by watoh-dog committees
every two hours,

I need help very bedly. I need qualiffed help badly.

I does‘natdo-tauind'ne~n:m§pi$bﬁwhqm,1*have-toftallﬁwhnt+1
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hawa to da. xt does not de bocauua I do not knaw mwleif
whn& I have to0 do in many cases,
What can be done about it! I do not know, T am in-a
pesitién whnré 1 have €6 act end l?ﬁnwe to mot fast, as
M, Bail.indieutod to you, I can not wuiéamueh longer
bacausge thinss-aro hoving. Thinﬁ; have to be dene, It is
the same when the var started and they had ﬁo be done then,
There wis an opogation_to be dome and if jﬁu delay, what |
happens., Everything goes haywire., It has already to aome
extent. o | | |
I, myself, have resigned from Socony Vacuun and Yave

given up all my privati connections and at'ths reduest of

Me, Hoffman have agreed to do this job, There must be no

private connection in this Job; It wéuld‘bo sulcidal to any
man vhc'hnd-priintc connections. It woull be bad for BOA
and 1€ would not bo'heulthy for the indusyy. Thst msthu
thut vhosver goes dovn has to glve up vhatever he has

bullt up, to some extent at least. He mey have built up

something and in this job he weuld not be in & position to

. drav two salaries while he is working with us. I could not

face a man sQuarely rran whonlt drev a silary nnd toilrhim 7
that I had %o deaide his problems at tho aame tima thst I
drev & salary from the competitors of his oompnny

I think in rairntl- to ths unn lad to 111 or uu thnt it

is a condifion vhich must bQ-obsqrvod; It in v.ry hard to
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make any change except perhaps an individual aéua where
no interests ars involved and where the problem can be
pressnted so olsarly that no confllet of interests could
possibly arlse,

I have centacted qulte s number of companies and I am
. sorry to say in one or two cases, and I want to be frank

sbout this, that people told me, "Let me think about it one

- or two days and then I will call you." The companles ask, . .-

"What do we get ouk of 19" I tell them that they may
not get anything out of 1t, I did not get the man in that
case, Here x-nh*and;xfjhghgsb‘ back &t my offilce,
(Applauss.) | | |
Mr, Ballt = I think you might tell us hov much of .
starf and what types of people you have in mind, Mr, Levy,
M, Ievys I think the job falls Into ﬁhroe very
distinoet parts, The first part is a programming and
screening Job, It iw a jJob where We have to soresen ths
requirements from the various OEEC countries. It means
£1rst to bring them down into 1ine and ses what they really
need and then look at what is avallable to meat the needs.
The Chalrman: How do you find that out?
"Mr. Isvys; We force them, Mr, Chalvman, t6 present us
& statement on end uses., We have a histcrlcal background
on ond uses, and ve would also foroe them to eliminate

during thile period of shortsge. It is all very well to
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have consumption of petroleum products for uaori whioh are
not essentlal if the oll 1s avallable. Under prément eoadiq
tions 1t does mot work out that wﬁ&.

Sscondly, thers is & gfﬁat ﬁandancy in Burope to convert
from coal to oll, especlally ir he pays & bill,

Agein that ¢an no% be done, We have to stop 1t, Beo
ve vould get this kind of sersening. We would then have to
cheok avallability and this is a tough problem. It is
no statiefcal gerviee avallable becauss after all we ars
only concerned with one certain type of o1l moving 1n'1h§ir~
nntiénal-trade;- Tvorthirds of the oll moves frealy; one-
third moves through ECA finanoing channels. We have to
check vhet is avallable for that. ene~thimrd of the total
demand of oii“moving”in,intarnqtiehal‘ﬁradci

The next problem 1s, and 1t is a complex one, how mush
of that ene-third should be made svallsble by the British
ol} 1ndustry;-.inothsrvproblom 1n-whar§ we have to take the
whole British oll economy into aansidoration and then uore
or lems in friendly discussion with the British determine

you should or eould or would, I do.not know what the
proper phrase is, and then apply thnt-téfthn"tot§1 riﬂﬁir§-
ments. Then vwe are left with the dollar oil supplioimiﬁd
we have to oheck our companles as we have dene., ‘"6an iéu |
make 1t availdblo;erauanryeu,nat?“ Aﬁdithg_lnqwnrﬁijf |

probably "Ho." thnﬁtka-vhe;iuprdgrdmz;tqrt-4a115évar-
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again, It could vory easlly drive a man mad if he had %o
do 1t alene,

Once this 1s done, you have to calculate provided you get
s figure for the total amount of @ellar oll that is available.
You have to cajculste what is avallable because ﬁa are
basiocally interested not in iﬁqntitieg but in vaiues. That
is the first job,

The second Job ié-a Jobrwhidh takes care of the 50 to 60
-tolépﬁone calls. 'Po take care of the frackion. If.a
countey runs out of money that another country wants to use, |
That in enother euuntry_nnrshall Plln_doliarn are used,
could drive another American company ouk, of business,
‘maybe, maybe not, We have to check,  We can not afford
to leave that unchecked, |

_ ‘Another problem 1is to ssslst the industry in telling

them what 0 do, tell the small exporter who is not familiae
with the procedures which are very complex and diffiocul%
%0 understand., We tell him what to do to get a part of the
Marshall Plan financing,

The third job is the equipment job, This Job 1s & job
whera you would have ¢ have a financing economlist. He
has to decide these vaprious problems and jprojects to
the $uneof $500,000,000 in ECA countries, What can the
gountries produce themselves? What ocan we produce-and

- procurs frcém here without harming our sconomy? What
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1iaison snd vhet problems are raised through the Commerce
Department? Whet uiﬁe should be put on? It is a
poiiay‘:l.uﬁo in the equipment fleld and 1t l:li t.erri,fic’.
Should we finsnce a British refinsry in Venezuela?  Should
we glve guerantees to another company which _mishﬁ be British
owned but may be American owned and has a British reglstry?
And you can be hung on more fuestions in that field than
you have In your division,

These are three major problems,

Mr. Barton: In the petroleum industry, they must
sever .thcir connection, If men could be found or & man to help,
what would & men who 1s capable of being an assistant to you,
vhat sort of a compensatlon would he get? )

Mr. Levy: hat 1is not an unimportaht Qu_ﬁation. I
will have to give you s set anawer. The cmnsation
lﬁoheru between §6,500 and $8,500,

M, Bgrtom_ The man must uvor-'conneatien and not be
supperted by his company 1ln any menner,

Mr. Will.lams;  Thwrs 1s no objection to kalking & man
retired and be on an annuity?

&'. Ilevy: No, I think that would be going too far,

The compensation is from $6,200 to $8,500 for the three
Jobs, and I will have my trouble with the Civil 3ervice
Commigsion.

Mr, Balla: You: have charge of spending & billion
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doliavs in & year, | S
| Eho chsirun#i HE. LQV#, may I nl# o you thé& your
utntounnt to this Gounoll han been most ca&ightwnin; and

1nfernat1vo and ¥ am wendnrins i you‘havo any ubjcctien,

' or if Nr. Ball haa Aany ebjtctien to diuelosurn here today

as %o thn apnrutiens of your dopnrtnant and 1f that als-
closure could be mldd availnblc rrom your stut-mnnta 80

that in an crrart ﬁa cocperats with you in satting men

the story might b nado avnilublaltﬁ thoaa whe are not here
atithiq‘mnqtinsf ' wu know af thi: rncuvnry Plen 1n & very
intnngibla waw. It 15 a mwthioal thins ta'ariot of pooplt |
and I think thnt yaur explanation of 1t has been Ver;

onlighttnina and ecrtainly you have aroussd within all of us
8 ;rtn&xgyumqtky tquiva you every sup@ogﬁ;=but‘wauld that
be satlsfastoryt | - | “ o
uw.:nayg;, If_IThaxq;a ﬁhhnno,tﬁ\rtviqp.my ¢tAtomuat.
~ The Chalrman; zﬂwéuldihqu that ;cu qou1d do that because
you do not have mich time between thoge telephorscalls. We
~ vant tp hnlp-reuﬁiﬁ;évdry:vlw'wq san,
Are there any Guestions of M. levyt
~ Mr. E,G,:Brown; I have'a question, .Thnro 1I.l vhole
lot of industry that is mot:on the oomst. There is & vhole
19t‘ﬁf]th. o;l‘1agu;#ry'thntﬁdqﬁaznatfhlyianny;eennnatien

"ith exports, Do you 1tterally mean: that-a man. say: from. an
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independent refinery in Hontana vho is 1!111111_3' to come down
and help you nuut; sever hia 'emmctioni vith that company
and hmro no support firom the company while m is down hern

Mr, Levy: In & uituu'e:l.aa like that we m pub him on as

& consultant and that wonld be a temporary vay eut, but it

would not be & soluiion to owr permanent problem, ﬂhowar
talzes & permanent Job has %o take the good shing-, and there
are fev good things, and they have o take the bad things,
and there srs many bad things,

Mr, _{.%Erm: On this consulta nt basls did yoﬁ put
it that way that 1t was %c bs temporary?

M, yvrt It 1s limited in time,

e, .i._o’-.__”__ngm; A month er a year? .

Br, L;vy: T think the ;1‘3‘1--1-::15#1'01:1_511 is wix months
out of & year, | |

Ke, B.C, Broyn: What is the per diem? |

e, Levy: It could be up to §38 or $50. The Congress
has 4»1&-&10 give BCA & particularly gsnerous aliowance

for comsultents, that 1z §50 & day,

llr_,___;u_‘i:l.__e m you eircumscyibéd: by all the rest of us

that & man can not dwsv a salary fer the CGevernment -

Ee, Lavy) Except for aonsultemts, |

By, -Bn.llt - ao‘?-you"m-u,p» uﬂmttha wame thing as
60D and- owrybedr olse is,  ¥he thing we could do in var-
tMmdmﬂermwwrmrnhmrmethwamw
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"i'q‘a'i ‘drev some support elther in the

" form of an advance paymsnt or a continuing salary from his

company, is sbsolutely 1llegal new, Bo thet ia semething
thet those of you were thimking in wartime just have to
forget sbout, |

B, levy: I weuld like %o add scwething,

We vere supposed to be exempt from Civil Service regula-
tions as far a3 I Enw, sousVhers 8. Wfaph slipped in and
nobody knew whers sad how, but 1t is in there now,

The (haiwman; Do you apesak of a parmsnent job?
W, _,mm Permanent in a Washington sense. |
‘#he Chairman; Ave there emy other Questions?

He. Bally I would 11ke %o ask you hhis, Welter,

You have & committes om whilch you hava Leen good enough
to aet as cheivman yourself, You have been on Manpower for
PAW 811 the way from Director on down and I have been calling

o n you for assistanse in getting a staff for 00D, I think it

is cne of the sexvises that 00D snd the industry can Pedder

t9 the Government and incidentally, 1% is becsuse 1t ie very

dlsbinet as to the Industry's interests to have & competent
start on maaumumt agencles vhich have to do with oll
and gas, I can not think of anything that 1s move importent
In industry then that, We have refuests from Commerce and

State amd most acute of all: ar==-='.mu‘=‘r-'M1hnta-" is ‘the request
of Welter levy from RBCA rw-:.--'taﬁﬁxﬁﬁhaeq;f_'-: in helping him to-
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looate men. Are wé rrss 6 refer thoie ahd invoke your help
on those problems? '

The Chalrman: I do not knov that there ils any rscord
of achievement, I am spesking of any wmesord of achievement
that would hustify you in thinking that you ocold get any
results, but you can refer ﬁhln; I do want to ask Mr. Levy
this, This is en immedliete thing with you, It ls tomorrow;
noﬁ today?

‘M., Levy: It is tomorrow even If we get a man today,
He hes to0 be cheeked by the FBI and processed by the Civil
Service Commission and then I can hope for him in thrhelweoka
At the earliest, Then the man hes to move. That 1;ya problem,
too, 8o even Lf I get a man tomorrow, I would have to wait
three weeks until I can have him snaver some telephone calls,

The Chairman: Are thers any furiher questions?

This is & very vital matter, |

Gentlemen, this completes the order of business. Is
thers any business for the Council to teké upt If not, &
| motlon to adjourm 1s in order, | |

(The motion was duly made and seconded.)

The Chairmen: The meeting is now closed,

(ﬂharoupon, at S:Ob o'clock p.m, the meeting

was CLOSED,) |
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